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FOREWORD 


In  1955,  the  Urban  Land  Institute  embarked  on  a  basic  urban  research  program,  "The 
Dynamics  of  Urban  Land,"  under  the  general  direction  of  its  Research  Committee.  Professor 
David  T.  Rowlands,  of  the  Wharton  School  of  Finance  and  Commerce,  University  of  Penn- 
sylvania, served  as  consultant  to  the  Committee  and  prepared  a  thorough  inventory  of  research 
work  published  from  1946  to  1958,  and  in  process  as  of  the  latter  year.  This  was  published 
by  the  Institute  as  Urban  Real  Estate  Research  (Research  Monograph  1). 

As  a  result  of  this  inventory,  five  specific  areas  were  defined  for  basic  urban  research 
where  it  is  believed  there  is  the  greatest  need  for  better  understanding  and  more  effective 
action: 

(1)  Comparative  Study  of  Land  Uses  in  Declining  and  Stable  Areas 

(2)  Impacts  of  Taxation 

(3)  The  Use  of  the  Power  of  Eminent  Domain 

(4)  Zoning  and  Subdivision  Regulation 

(5)  Urban  Expressways 

The  emphasis  of  the  Urban  Land  Institute  Research-Conference  Program  is  on  dynamics. 

In  1960,  Dr.  Jerome  P.  Pickard  joined  the  ULI  staff  as  research  director,  under  whose 
supervision  the  Institute's  basic  research  program  has  been  carried  forward.  In  1961,  a  series 
of  conferences  was  held  to  develop  the  program  for  the  second  topic  area  listed  above,  "Im- 
pacts of  Taxation."  Professor  Morris  Beck,  of  Rutgers  University,  Newark  College  of  Arts 
and  Sciences,  initiated  the  pilot  study  in  the  program.  A  study  by  Miss  Mary  Rawson,  Prop- 
erty Taxation  and  Urban  Development  was  published  as  Research  Monograph  4. 

Since  1961,  six  studies  in  the  ULI  program  have  been  completed  and  four  published. 
As  of  March,  1966,  two  studies  are  currently  in  progress  related  to  taxation,  and  funding  is 
available  to  begin  an  additional  series  of  research  studies.  Several  related  articles  have  been 
edited  and  published  in  Urban  Land.  There  are  further  study  projects  detailed  in  the  pro- 
gram for  which  funding  has  not  as  yet  been  offered.  The  Institute  welcomes  inquiries  from 
any  individuals  or  organizations  interested  in  the  development  and  application  of  useful 
knowledge  and  new  findings  on  the  subject  of  tax  impacts — which  so  vitally  affect  many  of 
our  urban  areas. 

ULI  is  grateful  to  many  persons  and  organizations  who  participated  in  conferences  and 
research  activities  under  the  general  direction  of  its  Research  Committee,  with  the  counseling 
of  its  Technical  Advisory  Panel.  Financial  sponsorship  of  studies  has  been  provided  by  the 
Lincoln  Foundation,  the  National  Association  of  Real  Estate  Boards  through  its  Committee 
on  Real  Estate  Economics  and  Research,  the  Robert  Schalkenbach  Foundation,  the  Urban 
Studies  Center  of  Rutgers,  the  State  University  of  New  Jersey,  and  the  U.S.  Housing  and 
Home  Finance  Agency, t  Urban  Renewal  Administration,  in  addition  to  the  commitment  of 
the  Institute's  own  funds,  and  an  individual  donation  by  Dr.  Homer  Hoyt,  well-known  land 
economist.  Erin  Marie  Woodall  assisted  in  compilation  of  the  recent  bibliography  by  pro- 
viding several  entries  from  her  files. 


Max  S.  Wehrly 
Executive  Director 
Urban  Land  Institute 


I  Now  the  Department  of  Housing  and  Urban  Development. 
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PREFACE 


The  urban  environment  in  America  is  profoundly  influenced  by  a  variety  of  forces 
which  continuously  shape  and  change  cities,  metropolitan  areas,  and  the  surrounding  country- 
side. Some  of  these  changes  are  the  direct  result  of  deliberate  public  or  private  policies  and 
actions.  On  the  other  hand,  a  large  number  of  effects  result,  neither  from  deliberate  public 
policy,  nor  from  planned  private  action,  but  ensue  either  as  a  by-product  of  such  policies  and 
actions,  or  occur  in  random  fashion  in  the  absence  of  cohesive  plans  or  direction.  These 
"accidental"  factors  in  the  formation  of  our  urban  environment  are  attracting  increasing 
attention,  since  it  is  clear  that  the  results  of  urban  development  over  the  past  two  decades 
exhibit  a  considerable  number  of  problems  and  maladjustments  which  derive  from  unplanned 
or  unforeseen  side  effects  of  policies,  or  from  the  absence  of  established  goals  or  plans. 

Taxation  is  most  surely  one  of  the  controversial  topics  of  our  time.  Its  effects  upon 
many  aspects  of  modern  life  are  pervasive  and  often  subtle.  The  urban  environment  is  no 
exception — far  from  being  immune  to  tax  factors  in  its  development,  the  Urban  Land  Insti- 
tute research  program  reveals  that  effects  of  taxation  may  be  far  more  diffused  and  many- 
sided  than  had  been  suspected. 

The  obvious  solution  to  problems  which  arise  from  side-effects  of  policies  is  to  dis- 
cover the  nature  of  the  relationships  among  the  various  factors  and  forces  involved;  to  deter- 
mine the  relative  importance  of  the  influence  of  each  factor  in  general  and  in  specific  cases; 
and  to  formulate  coordinated  policies  which  eliminate,  as  far  as  reasonably  possible,  unde- 
sirable effects  of  tax  policies  and  other  public  actions  on  our  urban  environment. 

After  several  years  of  research,  we  have  made  a  beginning  in  our  understanding  of  many 
of  the  processes  at  work.  However,  in  actual  practice,  there  is  a  great  reluctance  and  hesi- 
tation on  the  part  of  public  officials  to  test  new  ideas  or  "innovations."  Without  a  more 
willing  commitment  in  many  communities  to  undertake  some  experimental  steps,  we  can 
hardly  gain  the  further  insight  and  experience  in  the  operation  of  our  cities  to  plan  intelli- 
gently and  to  guide  further  action.  The  great  and  crying  need  today  is  for  a  strong  com- 
mitment on  the  part  of  local  leadership  to  meet  various  challenging  problems  of  the  urban 
complex  with  more  effective  means.  The  studies  of  the  Urban  Land  Institute  Research- 
Conference  Program*  have  the  purpose  of  developing  our  basic  knowledge  of  urban  tax- 
land  use  problems  in  order  to  provide  guidelines  for  problem-solving  in  individual  com- 
munities. 

Jerome  P.  Pickard 
Research  Director 
Urban  Land  Institute 


See  ULI  Bibliography  in  Appendix  of  this  monograph  for  a  listing  of  these  studies.  Research  Mono- 
graph 6,  in  particular,  summarizes  findings  of  the  ULI  conferences  held  in  1961. 
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RESEARCH  FINDINGS  AND  CONCLUSIONS 


1.  HEIGHT  AND  GROWTH  OF  LOCAL  TAX  REVENUES. 

•  The  average  U.S.  real  property  tax  rate  is  about  1.5  per  cent  on  full  value.  This 
is  equal  to  a  rate  of  13  per  cent  on  gross  income  before  property  taxes  (using  a  net  rate 
of  return  of  10  per  cent)  or  20  per  cent  on  shelter  cost  (using  a  homeowners'  net  rate 
of  return  of  6  per  cent). 

•  Local  government  revenues  have  increased  over  the  past  decade  at  a  compound 
rate  of  8'/2  per  c^nt  yearly — much  faster  than  the  growth  of  national  income  and  prod- 
uct. At  the  same  time,  local  property  tax  revenues  have  grown  at  a  yearly  rate  of  8 
per  cent.  Thus,  property  taxes  are  increasing  slightly  less  rapidly  than  total  local  gov- 
ernment revenues. 

•  The  highest  property  tax  region  in  the  U.S.  is  the  Northeast,  composed  of  six 
New  England  states,  with  New  York  and  New  Jersey.  This  region  contained  1 8  per 
cent  of  U.S.  population  and  taxable  real  estate  in  1962.  The  true  rate  of  property 
taxation  averaged  2'/2  per  cent — equivalent  to  20  per  cent  of  gross  income  before  prop- 
erty taxes  (using  a  net  return  rate  of  10  per  cent  after  real  estate  taxes),  or  about  25 
per  cent  on  shelter  cost  (allowing  for  some  discrimination  in  favor  of  the  homeowner). 

•  In  generaL  the  South  is  characterized  by  relatively  low  effective  rates  of  prop- 
erty taxation  (see  Appendix  Tables). 

2.  TAXATION  AND  PLANNING. 

•  Planning  goals  and  taxation  policies  need  to  be  coordinated  by  local  govern- 
ments. Too  many  have  followed  the  "primrose  path"  of  fiscal  zoning.  Not  every  com- 
munity needs  to  have  a  balance  of  land  uses  in  order  to  enjoy  fiscal  health.  The  qual- 
ity and  character  of  land  use  is  more  important  to  the  community  real  property  tax  base 
than  the  particular  type. 

•  Property  taxes  exert  an  effect  upon  land  uses,  especially  where  there  are  marked 
differences  in  the  effective  tax  rate  within  close  geographic  proximity.  It  is  probably 
more  universally  true  that  land  uses  have  a  direct  series  of  effects  upon  the  property 
tax  rate,  since  the  needs  for  revenues  are  closely  related  to  the  service  demands  gen- 
erated by  users  of  land,  while  the  property  assessment  determines  the  resource  base. 
These  two  basic  factors  determine  the  level  of  the  property  tax  levy  and  the  local  tax 
rate. 

•  Property  taxation  and  present  land  use  policies  subsidize  horizontal  expansion, 
while  penalizing  vertical  growth  in  American  metropolitan  areas.  Horizontal  urban 
growth  does  not  provide  inherently  superior  benefits,  especially  at  the  low  densities 
prevalent  in  urban  fringes.  All  communities  in  our  metropolitan  and  urban  areas  should 
examine  critically  the  land  use  implications  of  present  planning  and  fiscal  policies  to 
see  if  more  efficient  land  use  patterns  could  be  encouraged. 

•  Urban  land  uses  are  most  affected  by  three  aspects  of  Federal  taxation:  depre- 
ciation allowances,  capital  gains  treatment  of  income  taxation,  and  deductibility  provi- 
sions of  the  Federal  income  tax. 
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3.  TAXATION  AND  URBAN  RENEWAL.  . 

•  The  desperate  need  of  many  communities  for  higher  revenues  must  be  recon- 
ciled with  their  equally  desperate  need  for  renewal  under  both  private  and  public 
auspices.  The  role  of  local  taxation  in  relation  to  renewal  and  redevelopment  must  be 
explored  and  serious  efforts  made  to  reconcile  these  two  essential  requirements. 

•  The  degree  to  which  the  property  tax  in  our  larger  cities  is  a  problem  and  reaches 
relatively  high  levels  is  directly  related  to  the  degree  of  local  dependence  on  it.  Cities 
which  have  low  property  tax  rates  have  broader  bases  of  revenue,  and  depend  on  the 
property  tax  only  one-third  to  one-half  as  much  as  do  the  high-tax  cities. 

•  In  many  cities,  urban  renewal  has  had  a  weak  response  from  private  investors. 
Fiscal  gains  to  cities  through  urban  renewal  are  often  cited  without  reference  to  the 
market  impact  of  high  property  taxes.  In  some  high-tax  cities,  urban  renewal  has  had 
to  depend  heavily  upon  public  housing,  institutions,  and  public  agency  land  use  in 
project  areas. 

•  Present  city  property  tax  policies  place  a  premium  on  neglect  and  discourage 
owners  from  renewal  rehabilitation,  or  adequate  maintenance  of  property.  Property 
taxes  are  not  the  only  factor  contributing  to  blight  in  our  cities,  but  they  certainly 
weigh  in  on  the  wrong  side  of  the  scale  in  terms  of  incentives  for  urban  renewal. 

•  Several  cities  have  already  provided  special  tax  arrangements  in  order  to  make 
possible  new  major  developments.  These  include:  Boston,  Milwaukee,  and  Newark. 

4.  MARKET  IMPACTS  OF  TAXATION. 

•  The  property  tax  affects  the  real  estate  market  so  that  it  exaggerates  market 
trends:  it  weakens  weak  urban  areas;  it  strengthens  (relatively)  strong  and  prosperous 
ones.  At  some  relatively  high  level,  property  taxes  are  sufficient  to  impair  or  to  arrest 
investment  in  new  properties. 

•  Where  urban  growth  is  greatest,  and  market  values  are  rising,  the  impact  of 
property  taxation  is  least;  where  urban  growth  is  least,  and  market  values  are  stagnant, 
the  impact  of  property  taxes  is  greatest.  In  urban  fringes  of  metropolitan  areas,  the 
present  system  of  property  taxation  is  no  match  for  land  speculation;  the  impacts  of 
taxes  are  minimal. 

•  Property  taxes,  especially  at  true  rates  above  3  per  cent  ad  valorem,  strongly 
affect  income-producing  real  property  since  the  rate  of  taxation  on  property  income  is 
many  times  the  stated  rate  on  value. 

•  In  high-tax  areas,  an  increase  in  property  taxes,  without  comparable  gains  in 
property  income,  reduces  the  value  of  property.  In  Boston,  during  the  1950's,  this 
process  reached  menacing  proportions,  when  the  tax  base  in  downtown  Boston  actu- 
ally fell  in  value  as  tax  rates  went  up.  When  a  city  reaches  this  point,  drastic  action 
is  needed  to  stabilize  the  tax  base. 

•  In  many  commercial  properties,  property  taxes  are  the  largest  single  item  of 
expense.  Typically  they  account  for  about  15  per  cent  of  gross  income  from  office 
buildings  and  apartment  houses,  and  10  to  18  per  cent  of  gross  income  of  shopping 
centers;  in  areas  with  high  taxes  these  percentages  rise  to  levels  of  20  to  35  per  cent. 

•  Federal  tax  treatment  varies  principally  according  to  the  character  of  the  tax- 
payer, while  local  tax  treatment  varies  according  to  the  character  of  the  property  or 
the  items  taxed. 
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5.   THE  METROPOLITAN  PROBLEM:  FISCAL-LAND  USE  INTERPLAY. 

•  Within  metropolitan  areas,  property  taxation  tends  to  be  heaviest  in  central 
cities  and  older  core  communities,  where  the  real  estate  market  is  weak  and  there  are 
many  problems  of  neighborhood  obsolescence;  property  taxes  are  often  lightest  in  well- 
to-do  suburbs  of  medium  age,  or  in  the  industrial  and  estate  enclaves.  Thus,  the  prop- 
erty tax  is  often  regressive  in  the  metropolitan  area  as  a  whole. 

•  Taxes  assigned  to  a  specific  property,  person,  or  business  with  a  specific  loca- 
tion have  an  impact  on  the  use  of  a  property  and  on  the  relative  position  of  that  use 
within  a  given  larger  area.  Property  and  non-property  tax  differentials  may  accumulate 
at  certain  locations,  producing  greater  tax  impacts  within  a  metropolitan  area  than 
those  due  to  property  taxes  only. 

•  Redistribute  effects  of  property  taxes  vary  inversely  with  the  size  of  the  unit: 
in  a  large  and  extensive  city,  the  system  operates  well  to  support  public  services  in  the 
most  needy  neighborhoods;  in  an  area  of  political  and  fiscal  fragmentation,  local  taxa- 
tion does  not  equalize  needs  and  resources  with  the  result  that  tax  burdens  may  vary 
extremely  between  the  wealthiest  and  poorest  jurisdictions. 

•  The  central  cities  of  many  northern  metropolitan  areas  have  high  property 
taxes.  A  large  proportion  of  the  total  property  tax  burden  in  these  cities  is  borne  by 
commercial  and  industrial  property  (both  real  and  business  property).  As  a  result, 
central  city  business  and  industry  suffer  competitive  disadvantages  from  property  tax- 
ation. 

•  The  proportion  of  industrial  and  commercial  property  in  the  local  tax  base  does 
not  affect  the  true  tax  rate  as  much  as  the  total  value  of  per  capita  real  property  in  the 
community.  A  highly  industrialized  community  with  low  per  capita  property  values  is 
not  as  well  off  as  a  purely  residential  community  with  high  property  values  per  capita. 
Obviously,  the  best  tax  base  is  the  combination  of  good-quality  residential  property  with 
high-value  industrial  and  commercial  properties. 

•  Tax  enclaves  provide  "tax  shelters"  of  real  importance  in  numerous  metropoli- 
tan areas.  By  their  very  nature  such  communities  can  benefit  only  a  small  proportion  of 
the  residents  and  enterprises  in  a  metropolitan  area. 

•  Tax  policies  and  effective  tax  rates  need  to  be  standardized  over  wider  areas 
within  metropolitan  areas  in  order  to  avoid  geographical  shifting  of  activities  with  the 
objective  of  tax  abatement. 

•  Property  values  are  taxed  heavily  in  many  central  cities.  On  the  other  hand,  a 
great  deal  of  value  increase  in  urban  fringe  land  in  metropolitan  areas  escapes  taxa- 
tion. Some  form  of  taxation  of  land  value  increments  in  our  metropolitan  areas  would 
provide  greater  overall  equity  in  property  taxation. 

•  Counties  would  constitute  much  better  taxing  and  service  units  than  small  mu- 
nicipalities within  metropolitan  areas.  Many  local  fiscal  problems  would  be  relieved  by 
larger  taxing  areas,  which  would  have  to  be  coordinated  with  existing  political  entities 
in  the  metropolitan  area  in  order  to  accomplish  effectively  their  common  purposes.  In 
some  metropolitan  areas,  even  counties  may  not  be  sufficiently  large  or  appropriate 
units. 
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6.  CHOICES  FOR  THE  LOCAL  COMMUNITY. 

•  Communities  with  high  property  tax  rates  must  find  other  sources  of  local  reve- 
nues and  need  to  modify  the  property  tax  to  suit  their  individual  problems.  High  prop- 
erty taxes  weaken  the  real  estate  market  and  discourage  property  improvement. 

•  Where  serious  problems  exist  in  property  taxation,  local  communities  face  a 
limited  number  of  alternative  choices: 

(1)  The  basis  of  the  property  tax  may  be  changed. 

(2)  Other  forms  of  taxes  may  be  levied.  Broad-based  taxes  levied  over  an  exten- 
sive geographical  area,  but  providing  revenue  to  local  jurisdictions,  appear  to 
be  preferred. 

(3)  Various  functions  may  be  financed  by  specific  service  charges. 

•  Many  communities  need  to  examine  carefully  alternatives  to  the  existing  ad 
valorem  property  tax,  especially  the  following: 

(a)  Land-value  tax,  i.e.  property  tax  on  land  or  site-value  only. 

(b)  Standardized  land  use  tax,  computed  on  basis  of  lot  area  and  floor  space,  with 
a  standard  rate  for  a  given  land  use  and  location,  irrespective  of  condition. 

(c)  The  "rates"  or  property-income  method  of  taxation,  with  owner-occupied 
properties  taxed  at  imputed  rental  values  and  land  taxed  at  its  capital  value. 

Major  changes,  of  course,  need  to  be  spread  over  time  to  minimize  any  disruptive 
market  impacts. 

•  Taxes  have  psychological  impacts.  For  this  reason,  local  government  programs 
to  encourage  development,  which  involve  some  form  of  tax  concession,  may  have  a 
potential  for  achieving  their  objectives  much  greater  than  simple  benefit  economics 
would  indicate.  The  investor  is  most  interested  in  short-term  benefit  to  alleviate  his 
tax  burden  during  the  building  amortization  period,  while  the  community  has  the  most 
to  gain  over  the  long  term  from  new  development. 

7.  THE  URBAN  LAND  INSTITUTE  ROLE. 

•  The  Urban  Land  Institute,  through  its  Research-Conference  Program,  should  en- 
courage the  participation  of  communities  and  interested  groups  in  further  studies  to 
establish  a  basis  for  intelligent  action  in  the  individual  community  and  to  develop  further 
insights  into  the  dynamics  of  tax  impacts. 


The  Property  Tax — A  Growing  Force 


13 


THE  PROPERTY  TAX  -  A  GROWING  FORCE 


During  the  last  decade  interest  in  the  local  prop- 
erty tax  has  reawakened — and  rightly  so,  as  the  reve- 
nues from  this  tax  have  expanded  at  8  per  cent  per 
year.  Local  property  tax  revenue  has  risen  from  2.6 
per  cent  of  U.S.  Gross  National  Product  in  1953  to 
3.5  per  cent  in  1964.'  In  Fiscal  1964  it  surpassed 
$20  billion  in  total  local  collections  for  the  first  time. 
There  is  considerable  evidence  that  the  average  true 
rate  of  imposition  has  been  trending  upward  nation- 
ally. 

The  property  tax  is  still  the  main  source  of  reve- 
nue for  local  government  finance.  Because  of  rising 
costs  and  growing  demands  for  public  services  pro- 
vided by  local  government,  effective  local  property 
tax  rates  have  been  increasing  in  our  urban  areas. 
Four-fifths  of  all  taxable  property  in  U.  S.  metro- 
politan areas  consists  of  locally-assessed  real  prop- 
erty. 

Pressures  of  local  taxation  have  given  rise  to  many 
studies  which  attempt  to  deal  with  local  tax  and  land 
use  problems.  Some  analyses  indicate  that  certain 
land  uses  show  a  "profit"  to*  the  community  and 
others  show  a  "loss."  It  is  an  obvious  fact,  however, 
that  urban  land  uses  are  interrelated.  The  values 
created  in  a  shopping  center,  for  example,  are  de- 
rived from  the  residents  of  its  surrounding  primary 
trading  area.  Others  have  considered  the  payment 
of  taxes  as  a  net  cost  without  evaluating  the  benefit 
to  themselves  of  public  improvements  and  services 
paid  for  by  these  taxes. 

Complexity  appears  everywhere;  simple  or  single 
answers  which  are  universally  valid  appear  almost 
nowhere.  Those  who  fear  thorns  should  not  enter 
this  thicket,  but  the  need  for  research  and  disinter- 
ested study  is  very  great.  A  flurry  of  new  research 
and  study  on  local  taxation  and  related  topics  is 
currently  under  way. 

In  1955  the  Urban  Land  Institute  activated  a 
basic  urban  research  program  on  the  "Dynamics  of 
Urban  Land."  As  a  part  of  this  program,  a  series 
of  conferences  was  held  on  "Impacts  of  Taxation" 
in  Washington,  Boston,  Pittsburgh,  and  Newark  in 
1961,  which  provided  a  considerable  amount  of 
significant,  first-hand  information  about  interrela- 
tionships between  taxation  and  urban  land  uses: 

1  Local  tax  property  revenue  for  fiscal  years  computed 
as  percentage  of  gross  national  product  for  the  preceding 
calendar  year  (i.e.,  fiscal  year  1964  and  calendar  year 
1963).  See  Table  3. 


( 1 )  Taxation  affects  the  quality  and  character  of 
urban  land  uses,  and  investment  in  new  de- 
velopment or  renewal  of  urban  real  property. 

(2)  Many  kinds  of  taxes  affect  land  use,  directly 
or  indirectly,  but  the  two  most  directly  in- 
volved are: 

(a)  Federal  taxation  (on  income  and  invest- 
ment returns) ; 

(b)  Local  property  taxation. 

(3)  There  is  a  wide  variety  of  opinion  regarding 
both  the  relative  importance  of  tax  factors  in 
urban  development,  and  the  desirability  of 
coordinating  and  using  the  tax  mechanism 
in  the  direction  of  urban  planning  goals.  It 
is  quite  probable  that  there  are  real  and  long- 
term  differences  in  these  factors  among  dif- 
ferent metropolitan  areas. 

(4)  There  is  inadequate  groundwork  for  intelli- 
gently discussing  many  critical  tax-land  use 
relationships.  We  urgently  need  more  re- 
search to  explore  these  relationships  in  order 
to  provide  a  better  foundation  for  our  deci- 
sions. We  may  even  discover  that  some  of 
the  things  we  think  we  know  are  not  true. 

Very  often  it  appears  that  the  local  property  tax 
puts  a  premium  on  neglect — that  it  discourages  in- 
vestment— that  it  discriminates  against  business  and 
in  favor  of  voting  residents.  But  there  has  been  no 
suggestion  that  we  could  get  along  without  local  tax- 
ation, or  that  we  should  abolish  property  taxes 
entirely. 

We  need  to  think  in  terms  of  choices:  alternative 
forms  of  taxing  land  and  property;  alternative  non- 
property  local  taxes,  and  the  possible  impacts  of 
such  taxes  in  comparison  with  the  existing  system. 
There  is  no  such  thing  as  a  final  answer  for  all  com- 
munities, but  our  research  studies  provide  a  set  of 
suggested  methods  to  approach  land-use  problems 
and  tax  reform  measures  in  any  specific  community. 

The  Urban  Land  Institute  Research-Conference 
program  is  a  part  of  a  continuing  trend  of  interest 
in  forces  which  unquestionably  are  playing  a  basic 
role  in  decisions  which,  in  turn,  are  shaping  our 
cities.2 

2  A.  M.  Woodruff.  "Taxes  and  the  Forces  that  Change 
Cities,'  in  Changing  Urban  Land  Uses  as  Affected  by  Taxa- 
tion (Research  Monograph  6),  Washington:  Urban  Land 
Institute.  1962.  pages  87-91;  reprinted  from  Urban  Land, 
Vol.  XX,  No.  6  (June  1961 ). 
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CHANGING  URBAN  LAND  USES  AS  AFFECTED  BY  TAXATION: 

A  ULI  RESEARCH  REPORT 


There  are  sharp  differences  of  opinion  on  the  ad- 
visability of  modifying  or  drastically  altering  our 
present  ad  valorem  system  of  property  taxation  as 
the  mainstay  of  local  government  revenues. 

Two  major  avenues  of  change  are  possible: 

(a)  Modifying  the  structure  of  the  property  tax, 
but  still  levying  on  the  basis  of  property — 
either  all  real  property  or  land  only. 

(b)  Shifting  more  of  the  burden  of  local  taxation 
to  non-property  taxes. 

The  first  type  of  change — which  is  best  described 
as  alternative  forms  of  property  taxation,  encom- 
passes several  suggestions: 

( 1 )  Land-value  taxation — ardently  advocated  by 
followers  of  Henry  George  economics. 

(2)  "Rates"  taxation — based  upon  property  in- 
come or  imputed  rental  values. 

(3)  Standardized  land-use  charges  (uniform  tax- 
ation per  square  foot  on  buildings  and  land 
according  to  type  of  use  and  location,  but 
without  regard  to  condition). 

The  second  type  of  change — a  substitution  of 
other  bases  for  taxation  instead  of  property  for  a 
part  or  all  of  the  tax  load,  include: 

( 1 )  Local  sales  or  use  taxes,  including  excises  or 
gross  receipts  taxes. 

(2)  Local  wage  or  payroll  taxes. 

(3)  Local  income  taxes  levied  on  residents'  in- 
come. 

(4)  Service  charges  for  municipal  services;  i.e. 
user-benefit  charges. 

The  third  of  these  substitutes — the  local  income 
tax — appears  most  promising  in  terms  of  raising  a 
large  volume  of  revenue  from  a  small  rate  of  taxa- 
tion. However,  the  extensive  use  of  income  taxes  by 
Federal  and  state  governments  conflicts  to  a  large 
extent,  though  not  completely,  with  local  use.  Selec- 
tive sales  taxes  are  not  large  producers  of  local  reve- 
nue, but  general  sales  taxes,  as  applied  in  New  York 
City,  for  example,  produce  substantial  revenues. 
Local  wage  taxes  produce  money  but  are  reasonably 
unpopular  with  business  firms  and  non-residents. 

On  the  basis  of  studies  thus  far,  the  major  present- 
day  tax-land  use  problems  in  the  American  metrop- 
olis occur  in  two  types  of  location:  (1)  the  urban 

3  Jerome  P.  Pickard,  Changing  Urban  Land  Uses  As 
Affected  by  Taxation:  A  Conference  Summary  Report  (Re- 
search Monograph  6).  Washington:  Urban  Land  Institute, 
1962.  105  pages. 


core  areas — older  cities  and  their  old  or  rapidly 
aging  suburbs  and  satellites  where  development  has 
run  its  course  and  we  have  a  condition  of  high  tax 
rates  and  relatively  low  property  values  per  capita, 
and  (2)  the  urban  fringe  areas  where  there  is  relent- 
less pressure  from  explosive  population  growth  for 
new  and  better  public  services,  and  where,  despite  a 
rapidly  growing  tax  base,  the  true  tax  rate  tends  to 
rise  rapidly. 

Obviously  these  problems  are  more  aggravated  in 
those  states  and  metropolitan  areas  where  property 
taxes  are  of  major  importance  and  provide  a  high 
proportion  of  local  revenues,  and  they  are  less  com- 
pelling in  regions,  such  as  most  of  the  South,  where 
property  taxes  are  at  relatively  low  levels.  There  can 
be  little  doubt  that  the  two  areas  of  dynamic  change 
in  the  metropolis:  the  fringe  area  of  new  urban  de- 
velopment, and  the  old  core  of  urban  renewal  and 
redevelopment — clamor  for  a  more  rational  coordi- 
nation between  planning  and  public  finance. 

Property  taxation  varies  widely  and  in  a  complex 
manner  in  the  United  States.  First,  there  is  great 
variation  according  to  taxing  jurisdiction:  state, 
county,  local  government  unit,  special  taxing  district. 
Second,  there  are  variations  in  land  use  within  a 
taxing  jurisdiction  and  varying  practices  and  meth- 
ods of  assessing  different  land  uses  and  condition. 
Third,  trends  in  local  property  taxation  over  time 
vary  greatly  from  place  to  place. 

With  so  many  variables,  it  is  not  surprising  that 
it  is  difficult  to  determine  relationships  between  local 
property  taxation  and  urban  development.  Conced- 
ing that  some  other  factors  have  greater  overall 
importance  in  the  shaping  of  our  metropolitan  areas 
and  cities  and  towns,  we  are  still  brought  up  against 
our  basic  question:  exactly  what  are  the  effects  of 
property  taxation  upon  the  processes  of  urban  land 
use  change,  and  vice  versa? 

There  is  such  a  diversity  of  market  conditions  and 
taxation  around  the  nation,  that  it  is  unreasonable 
to  seek  a  simple  formula  for  resolving  tax-land  use 
problems.  Certain  types  of  change  which  might 
work  well  in  central  cities  could  have  extremely 
adverse  effects  upon  land  uses  in  the  urban  fringe 
community.  It  appears  that  a  series  of  suggestions 
is  emerging  from  Urban  Land  Institute  research 
studies,  which  could  be  applied  and  tested  by  indi- 
vidual communities,  depending  upon  the  particular 
problems  and  characteristics  of  the  metropolitan 
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area  and  each  local  government  unit.  We  have  de- 
liberately avoided  legal  and  constitutional  questions 
in  our  research,  as  we  are  more  concerned  with  what 
needs  to  be  done  than  with  the  mechanics  of  imple- 
mentation. This  does  not  imply  disinterest  in  action 


but  rather,  a  judicious  definition  of  our  present  task 
to  be  research  and  the  exploration  of  ideas.  We  feel 
certain  that  when  a  community  decides  upon  imple- 
mentation, it  will  seek  adequate  legal  and  constitu- 
tional advice  in  developing  its  action  program. 


PROPERTY  TAXATION  -  ITS  IMPACT  ON  OUR  METROPOLITAN  AREAS 


The  level  of  the  property  tax  relative  to  true  prop- 
erty value  varies  widely.  In  the  nature  of  this  varia- 
tion there  is  an  important  principle.  There  must  be 
a  lag  between  the  market  measure  of  value  as  indi- 
cated by  sales  and  the  tax  assessment  on  the  prop- 
erty. 

This  necessary  lag  in  assessment  has  major  signifi- 
cance for  property  taxation  within  our  metropolitan 
areas:  in  neighborhoods  where  the  market  is  falling, 
taxes  tend  to  be  too  high;  in  neighborhoods  where 
the  market  is  rising,  they  may  be  too  low.  The 
effect  of  taxation  is  adverse  to  the  market — that 
is,  taxes  tend  to  be  too  high  where  the  market  is 
weak  or  falling  and  too  low  where  the  values  are 
rising  and  the  market  is  strongest.  Any  downtown 
property  owner  who  has  been  caught  in  the  tax 
squeeze  has  had  first-hand  experience  with  this 
aspect  of  property  taxation.  Modern  data  process- 
ing systems  are  helping  some  metropolitan  assessors 
to  close  this  gap  but  there  is  a  natural  reluctance  to 
lower  assessments  when  this  may  result  in  a  higher 
tax  rate. 

A  second  factor  to  consider  is  the  dynamic  trend 
of  property  taxes.  The  absolute  level  of  property 
taxation  is  a  sort  of  environmental  condition  to 
which  owners  of  property  have  adjusted  their  eco- 
nomic behavior  and  within  which  they  have  con- 
tinued to  conduct  their  operations.  However,  where 
taxes  are  rising  sharply,  there  may  be  heavy  eco- 
nomic pressures  upon  income  property  which  cause 
owners  to  seek  additional  income  to  help  pay  the 
higher  tax  bills. 

Frequently,  the  higher  taxes  provide  more  serv- 
ices, but  very  often  they  are  the  consequence  of  pro- 
viding a  given  level  of  service  to  more  people — or 


to  a  rapidly  growing  segment  of  population  (school 
taxes).  The  placing  of  an  unending  burden  of  school 
costs  upon  real  estate  as  a  basic  revenue  source 
creates  some  lopsided  economic  effects.  The  recog- 
nition of  the  inherent  disparities  between  the  services 
needed  in  our  school  systems  and  the  property  tax 
base  for  raising  revenues  for  operating  costs  and 
capital  construction  programs  has  brought  many 
communities  to  the  point  where  other  non-property 
tax  sources  of  revenue  are  increasingly  being  sought 
to  finance  the  rising  costs  of  public  education.4 

In  the  urban  fringe  community,  a  low  tax  rate 
which  is  rapidly  rising  reflects  an  initially  suburban- 
rural  type  of  low  service  level  which  is  changing 
rapidly  and  becoming  more  suburban.  New  residents 
require  and  demand  a  higher  level  of  services  and 
are  willing  to  pay  for  them.  At  the  local  level,  politi- 
cal factors  operate  so  that  this  is  done  in  most  cases. 
Consequently,  we  have  three  essential  elements,  all 
contributing  to  a  rise  in  local  costs  and  the  taxes 
needed  to  support  them: 

( 1  )  growth  of  population — many  more  people  to 
service,  which  involves  new  capital  costs; 

(2)  a  rise  in  the  quality  and  number  of  public 
services  provided; 

(3)  a  differential  growth  with  consumers  of  local 
services  increasing  more  rapidly  than  popu- 
lation as  a  whole  (e.g.,  in  many  communi- 
ties, school  population). 


4  Albert  L.  Alford,  Property  Taxation  for  Schools:  Pos- 
sibilities for  Local  Application.  (U.S.  Dept.  of  Health, 
Education  and  Welfare,  Office  of  Education,  Publication 
OE-22021)  Washington:  Government  Printing  Office,  1963. 
144  pages. 
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PROPERTY  TAXATION  AND  URBAN  LAND  USE  IN  NORTHEASTERN 
NEW  JERSEY:  A  ULI  RESEARCH  REPORT 


True  property  tax  rates  in  Northeastern  New 
Jersey  are  highest  in  the  older  core  cities  and  lowest 
in  the  outer  ring  of  urban-fringe  communities.  The 
intermediate  middle-aged,  largely  residential  com- 
munities occupy  an  intermediate  tax  rate  position 
which  is  typical  of  the  regional  average  of  about  2.4 
per  cent  of  full  value  in  1960.  The  rates  of  change 
of  the  property  tax  rates  in  the  Region  between  1951 
and  1960  were  just  the  reverse  of  their  absolute 
level:  the  greatest  increase  occurred  in  the  outer 
ring  communities  and  the  smallest  increases  in  the 
old  core  cities. 

The  extremely  high  effective  tax  rates  in  the  oldest 
cities  (Hoboken,  7  per  cent;  Union  City,  7  per  cent; 
Jersey  City,  6  per  cent;  Newark,  5  per  cent)  are 
associated  with  high  population  densities  and  very 
low  taxable  property  resources  per  resident.  Despite 
the  impressive  skyline  of  a  central  city  like  Newark, 
the  total  per  capita  real  property  tax  base  there  is 
only  one-half  to  one-third  that  of  a  good  middle- 
class  residential  suburb. 

The  inverse  relationship  between  per  capita  value 
of  taxable  real  property  and  the  height  of  the  tax 
base  also  applies  to  industrial  property.  It  is  not  the 

5  Morris  Beck,  Property  Taxation  and  Urban  Land  Use 
in  Northeastern  New  Jersey  (Research  Monograph  7). 
Washington:  Urban  Land  Institute,  1963.  72  pages. 


proportion  of  industrial  property  in  the  community 
which  decisively  produces  a  low  tax  rate;  it  is,  rather, 
the  dollar  value  of  industrial  property  resources  per 
resident.  Those  communities  with  high  per  capita 
value  of  industrial  property  generally  have  lower  tax 
rates  than  comparable  communities  without  indus- 
trialization. 

A  diversified  tax  structure  in  New  Jersey,  with 
more  dependence  upon  activity-based  taxes — sales 
and  income  taxes — for  local  government  finance 
would  ease  the  problem  of  attracting  investment  to 
the  major  urban  areas.  Tax  diversification  combined 
with  more  generous  state  aid,  fairly  apportioned, 
would  improve  the  investment  outlook  for  the  blight- 
ridden  cities.  An  alternative  approach  is  currently 
being  tried  under  the  New  Jersey  Urban  Renewal 
Corporation  Law  of  1961,  which  provides  for  pay- 
ment of  a  tax  based  upon  gross  receipts  or  con- 
struction cost,  rather  than  upon  ad  valorem  value 
of  new  improvements,  applicable  to  limited-dividend 
corporations. 

As  long  as  the  property  tax  is  obliged  to  produce 
more  than  two-thirds  of  local  public  revenues  in  New 
Jersey,  and  the  metropolitan  northeastern  part  of  the 
state  is  subdivided  into  279  separate  local  taxing 
jurisdictions,  the  property  tax  may  be  expected  to 
encourage  market  distortions  and  undesirable  land 
use  patterns  in  the  region. 


SELECTED  CHARACTERISTICS,  URBAN  RENEWAL  SUBREGIONS,  NORTHEASTERN  NEW  JERSEY,  1960 


Subregion* 

Land 
Area 

Population 

Population 
Density 

Taxable 

Real 
Property 

per 

sq.  mi. 

per 
resident 

Mean 
Effective 
Property 
Tax  Rate 

(sq.  mi.) 

(millions) 

(millions) 

Core  A  (22) 

103 

1,569.1 

15,190 

$  4,845 

$46.9 

$3,088 

3.96% 

Core  B  (48) 

135 

861.0 

6,371 

4,661 

34.5 

5,413 

2.47% 

Inner  Ring  A  (53)  __ 

174 

785.7 

4,526 

4,443 

25.6 

5,655 

2.44% 

Inner  Ring  B  (107)  _ 

586 

907.7 

1,550 

5,465 

9.3 

6,021 

2.32% 

Outer  Ring  (49)  

1,271 

275.7 

217 

1,727 

1.36 

6,263 

2.08% 

Region  (279)  _ 

2,269 

4,399.2 

1,939 

$21,141 

$  9.3 

$4,806 

2.46% 

Median  municipality  

*  Figure  in  parentheses  following  name  of  subregion  is  the  number  of  municipalities  (cities,  towns,  boroughs,  villages,  town- 
ships) included. 
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REGIONAL  FISCAL  SURVEY  OF  NORTHERN  VIRGINIA:  A  ULI  RESEARCH  REPORT 


This  study  covers  that  portion  of  the  National 
Capital  Region  on  the  Virginia  side  of  the  Potomac 
River  which  has  experienced  a  population  growth 
rate  of  5  per  cent  annually  for  the  decade  1 955- 
1965.  1964  true  tax  rates  among  major  jurisdictions 
(counties  and  independent  cities)  did  not  vary 
widely:  only  from  0.8  to  1.4  per  cent  of  full  value, 
but  land  use  composition  and  tax  resources  varied 
considerably.  The  inner  urban  jurisdictions  had  a 
much  higher  proportion  of  apartments  and  com- 
mercial property  tax  base  than  the  outer  counties. 
Farms  and  acreage  property  became  a  major  portion 
of  the  tax  base — more  than  one-half — only  in  the 
best  farming  county. 

Fairfax  County  contains  the  most  active  suburban 
fringe  area,  and  has  accounted  for  three-fifths  of  all 
regional  population  increase.  With  relatively  high 
family  income  levels,  and  good-quality  development, 
the  increase  in  taxable  property  resources  has  ex- 
ceeded the  increase  in  true  tax  rates.  However,  a 
sharp  budget  increase  for  public  education  in  the 
near  future  may  cause  tax  rates  to  rise  more  rapidly 
than  per  capita  resources. 

On  the  whole,  the  National  Capital  Region  does 
not  suffer  from  the  extreme  inequalities  of  fiscal 
resources  and  effective  tax  rates  that  many  other 
metropolitan  areas  have.  Its  economy  provides  a 
large  amount  of  white-collar  Federal  employment, 
and  with  a  high  ratio  of  female  office  employment, 
family  incomes  are  at  relatively  high  levels.  The  gen- 
erally high  level  of  residential  property  values  helps 
to  offset  a  notable  lack  of  industrial  ratables.  Dy- 
namic growth  in  Northern  Virginia  resulted  in  boost- 
ing the  per  capita  value  of  taxable  real  property  by 
one-third  between  1956  and  1962. 

The  next  five  years  will  see  a  heavy  impact  of 
capital  outlays  for  schools  and  other  facilities  re- 
quired by  the  growing  urban  population  in  Northern 
Virginia.  It  appears  that  local  government  costs  will 
rise  about  20  per  cent  faster  than  local  residents' 
income.  In  a  dynamic  economy  such  as  this  region 

B  Jerome  P.  Pickard,  Northern  Virginia  Regional  Fiscal 
Survey.  Arlington,  Va.:  Northern  Virginia  Regional  Plan- 
ning and  Economic  Development  Commission,  1965.  179 
pages. 


enjoys,  such  increases  will  be  readily  absorbed,  with 
a  minimum  of  tax  distortion  introduced  into  market 
decisions.  The  individual  jurisdictions  are  becoming 
more  urban  and  more  alike  in  the  character  of  public 
service  needs. 

The  Northeastern  New  Jersey  and  the  Northern 
Virginia  studies  reveal  some  basic  similarities.  True 
property  tax  rates  tend  to  be  highest  in  the  most 
urbanized  jurisdictions  and  lowest  in  outlying  rural- 
urban  fringe  areas.  True  tax  rates  have  risen  most 
rapidly,  however,  in  the  outer  fringe  areas,  so  that 
the  long-term  trend  in  metropolitan  area  tax  rates  is 
for  the  extreme  differences  between  urban  and  rural 
rates  to  diminish  as  the  region  urbanizes.  Some  indi- 
vidual suburban  communities  with  extreme  growth 
pressures  may  reach  true  tax  rates  higher  than  the 
core  areas.  This  is  likely  to  happen  in  Northern 
Virginia  where  the  central  areas  are  not  old.  having 
developed  rapidly  in  recent  decades. 

The  most  striking  contrast  between  the  Virginia 
and  New  Jersey  areas  is  in  the  number  of  local  juris- 
dictions: in  Northern  Virginia,  with  755,000  popula- 
tion (1965),  there  are  seven  major  local  jurisdictions, 
supplemented  by  16  local  towns;  in  Northeast- 
ern New  Jersey  (1964  population,  4,750,000)  there 
are  nine  counties  composed  of  279  local  jurisdictions 
(cities,  villages,  boroughs,  and  townships).  The  dis- 
persion of  local  effective  property  tax  rates  is  cor- 
respondingly greater  in  New  Jersey,  from  0.8  to  7.3 
per  cent,*  contrasted  with  Northern  Virginia,  from 
0.8  to  1.4  per  cent. 

Fragmentation  of  governmental  jurisdiction  and 
high  dependence  upon  local  property  taxes  is  most 
characteristic  of  the  Northeast,  including  the  New 
England  states,  New  York,  New  Jersey,  and  Penn- 
sylvania. The  South,  in  general,  has  a  simplified 
local  government  structure  with  county  government 
and  cities  performing  most  functions.  In  the  rest  of 
the  nation,  the  situation  tends  to  be  intermediate 
between  these  extremes,  both  in  the  terms  of  effective 
property  tax  rates  and  the  dispersion  of  local  govern- 
ments within  the  metropolitan  area. 

*  With  the  exception  of  the  housing  project  enclave  of 
Winfield,  Union  County,  with  a  fantastic  1960  effective  rate 
of  15.7  per  cent  on  low-value  housing. 
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METROPOLITAN  AREA  FISCAL  AND  TAX-LAND  USE  PROBLEMS 


Taxes  are  something  the  other  fellow  pays,  and 
in  the  fiscal  jungle  of  our  metropolitan  areas  there  is 
a  constant  ferment  in  which  municipal  units  and 
pressure  groups  are  constantly  jockeying  for  privi- 
leged positions,  eyeing  their  neighbors'  tax  levels  and 
problems  and  trying  to  do  better.7  The  central  cities, 
with  large  indigestible  masses  of  low-value  depreci- 
ated, if  not  antiquated,  property  are  unequal  to  the 
struggle.  The  combination  of  low  resources  occa- 
sioned by  a  well-worn  property  base  and  high  service 
demand  caused  by  the  public  service  and  school  re- 
quirements of  the  low-income  inhabitants  have  pro- 
duced some  very  high  true  tax  rates  in  American 
cities:  nearly  7  per  cent  in  Boston;  6  per  cent  in 
Jersey  City;  5  per  cent  in  Newark;  4  per  cent  in 
Manhattan  Borough  of  New  York  City.  Philadelphia 
has  only  a  2!/2  per  cent  effective  tax  rate  on  property 
but  it  raises  nearly  as  much  revenue  from  its  payroll 
tax  .  .  .  hardly  ahead  of  the  game,  except  in  terms 
of  more  diversified  revenue  sources.  However,  New 
York  City  has  a  local  sales  tax  on  top  of  its  property 
taxes  to  finance  the  most  expensive  municipal  opera- 
tion in  America. 

Fiscal  fragmentation  and  a  shunning  of  responsi- 
bility or  "passing  the  buck"  in  metropolitan  areas 
are  natural  consequences  of  the  economic  pressures 
in  such  complexes.  In  most  large  U.S.  metropolitan 
areas  there  are  great  differences  in  the  tax  rates 
within  the  metropolitan  region:  in  Hoboken,  a  true 
tax  rate  of  7  per  cent;  a  few  miles  away,  in  Teter- 
boro,  a  true  rate  under  1  per  cent;  in  Boston,  a 
true  tax  rate  of  6V2  per  cent;  in  Belmont,  a  few 
miles  away,  a  true  rate  of  2  per  cent! 

In  some  cases  tax  enclaves  or  tax  "havens"  are 
created,  not  born.  They  are  fiscally  motivated  is- 
lands of  wealth  containing  clusters  of  industrial, 
commercial,  or  estate  properties  in  structured  com- 
munities with  limited  residential  populations  to  serv- 
ice (in  some  cases,  almost  none  at  all).  Reactions 
to  these  tax  havens  have  varied  from  the  statement 
that  they  "offer  a  choice  within  the  metropolitan 
community"  and  promote  healthy  economic  develop- 
ment by  enticing  industries,  to  outright  condem- 

7  See  Lynn  A.  Stiles,  "Local  Tax  Structure  and  Metro- 
politan Area  Land  Use,"  Urban  Land,  Volume  XXII,  No.  1 
(January  1963). 


nation  as  spurious  communities  which  are  not  carry- 
ing their  fair  share  of  the  tax  load  and  are  evading 
their  responsibilities  to  residents  of  the  metropolis. 

In  property  taxation  we  have  a  double  dimension 
to  complicate  our  study: 

( 1 )  the  layering  of  government  from  local  com- 
munity to  county  to  state;  and 

(2)  the  various  taxes  which  directly  or  indirectly 
reach  local  government  treasuries  to  finance 
services.  A  large  source  of  indirect  tax  money 
(such  as  the  state  income  tax  in  Wisconsin, 
one-half  of  which  is  remitted  to  the  originat- 
ing municipality)  takes  some  of  the  load  off 
the  real  estate  tax.  School-aid  programs  at 
the  state  level  frequently  make  a  major  re- 
distribution of  funds  collected  by  the  state, 
and  thereby  have  an  impact  upon  the  level 
of  local  taxes  needed  for  the  remaining 
school  costs.  Frequently  these  state  aid  pro- 
grams are  formulated  in  the  political  arena 
and  may  be  somewhat  less  favorable  to  cen- 
tral cities  than  to  rural  areas  of  the  state. 
In  general,  wealthy  communities  do  share,  to 
some  extent,  resources  with  poorer  communi- 
ties in  the  same  state  as  a  result  of  the  redis- 
tribution through  state  school-aid  programs. 

When  we  reach  the  Federal  level  of  fiscal  aid,  the 
reflexive  impact  becomes  even  more  complicated  by 
the  fact  that  programs  are  geared  to  needs  and  spe- 
cific pressures  which  are  rather  unequally  spaced 
around  the  United  States  so  that  some  geographic 
areas  receive  more  than  others. 

We  are  not  concerned  here  with  whether  this 
"crazy-quilt"  of  taxation  is  "good  or  bad"  (it  is 
probably  both),  but  we  are  interested  to  observe  in 
what  way  it  might  operate  in  the  real  estate  market 
to  affect  land  use.  In  order  to  observe  this,  we  have 
looked  closely  at  several  metropolitan  areas,  and 
gathered  data  for  others.  We  have  classified  local 
communities  into  five  types:  central  city;  middle- 
aged  suburb;  new  rapid-growth  suburb;  industrial 
enclave;  and  estate  enclave.  By  examining  the  im- 
pacts of  property  taxation  in  different  types  of  com- 
munities in  various  metropolitan  areas,  We  can  make 
some  general  observations. 


The  Central  City 
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THE  CENTRAL  CITY 


The  central  city  of  any  metropolitan  area  is  its 
principal  city  and  economic  heart,  containing  a 
major  "downtown"  core  usually  composed  of  a  cen- 
tral retail  and  office  district,  with  a  surrounding 
center  city  zone  containing  hotels  and  large  apart- 
ment buildings,  distribution  warehouses,  parking  fa- 
cilities, and  industrial  plants.  Our  larger  central 
cities  bear  many  signs  of  wealth  and  affluence:  mod- 
ern fashion  stores,  institutional  buildings,  office 
buildings  and  plazas,  fashionable  neighborhoods 
with  modern  apartment  houses  and  well-maintained 
parks.  However,  a  quick  and  careful  look  behind 
the  city  facade  reveals  a  disorderly  array  of  decrepit 
and  blighted  neighborhoods  with  old  tenement  struc- 
tures, and  a  fantastic  mixture  of  other  land  uses, 
including  parking  lots,  junkyards,  neighborhood 
bars,  cheap  cinder  block  warehouses,  antiquated 
small  stores,  ancient  school  houses,  rooming  houses, 
and  old  multi-story  plants,  long  abandoned  by  their 
original  owners,  now  used  as  loft  space  or  storage 
or  simply  left  vacant.  In  many  high-density  residen- 
tial neighborhoods,  the  streets  are  full  of  children 
who  live  crammed  into  tight  city  blocks  which  lack 
enough  open  space  in  which  to  play. 

The  plain  light  of  day  reveals,  through  statistics, 
that  there  is  not  enough  wealth  in  the  typical  large 
American  city  to  compensate  for  the  poor,  who  are 
so  very  numerous  there,  and  who  create  heavy  social 
and  public  costs.  To  the  environmental  disabilities 
of  the  city  is  added  the  heavy  property  tax  burden — 
this  taxation  is  an  added  disincentive  which  hampers 
the  improvement  and  rehabilitation  of  the  city.  We 
cannot  blame  taxation  alone  for  the  plight  of  the 
city,  but  the  fact  that  in  numerous  cities  special  tax 
agreements  have  been  and  are  being  made  to  provide 
incentives  for  new  construction  (note  especially: 
Boston,  Milwaukee,  and  Newark)  speaks  eloquently 
to  the  point  that  taxes  do  have  a  substantial  impact. 
Apartment  house  studies  made  by  the  Research  De- 
partment of  the  National  Association  of  Real  Estate 
Boards  for  the  Journal  of  Property  Management 
reveal  that  taxes  in  the  large  northeastern  cities  take 
between  15  and  30  per  cent  of  the  gross  rentals  of 
apartment  buildings.*  Office  building  studies  made 
by  the  National  Association  of  Building  Owners  and 
Managers  show  similar  ratios  in  the  Northeast  which, 
with  certain  communities  in  the  Midwest  and  Cali- 


*  See  Figure  2. 


fornia,  have  high  average  true  property  tax  levels. 
This  proportion,  rather  than  the  nominal  tax  rate 
ad  valorem,  is  the  significant  relationship  to  bear  in 
mind. 

Property  tax  burdens  in  the  central  cities  impinge 
more  heavily  upon  commercial  properties  than  other 
types  of  central  city  property.  The  reason  for  this 
is  the  severe  competition  such  properties  face 
from  suburban  and  outlying  shopping  centers  which 
have  captured  a  significant  share  of  the  retail  market 
and  are  also  in  the  process  of  extensive  office  build- 
ing development.  Though  downtown  has  unques- 
tionably suffered  some  losses  of  value — that  is,  if 
values  are  measured  on  a  constant  price-deflated 
index  of  commercial  property  construction  costs — 
the  really  hard  hit  areas  are  ribbon  developments 
and  older  outlying  commercial  centers  in  the  cities. 
In  almost  every  large  city  there  are  abundant  evi- 
dences of  this:  boarded-up  store  fronts,  demolition 
of  old  commercial  neighborhood  properties  for  park- 
ing, used-car  lots,  or  other  uses,  and  lower-intensity 
uses  occupying  formerly  active  retail  locations. 
Though  city  hotels  have  faced  competition  from  sub- 
urban motels,  in  the  last  few  years  there  has  been 
a  Hurry  of  construction  of  in-town  motels  and  new 
hotels,  which  has  buttressed  downtown  land  values 
in  many  cities. 

The  position  of  industrial  property  in  the  cities 
appears  to  be  less  unfavorable  than  that  of  com- 
mercial property.  In  the  first  place,  property  taxes 
on  industry  are  in  the  nature  of  a  fixed  overhead 
charge;  and  for  productive  plants,  the  ratio  of  the 
property  tax  bill  to  gross  volume  is  very  much 
smaller  than  for  retail  and  office  building  operations. 
In  addition,  the  typical  city  is  acutely  conscious  of 
the  importance  of  industrial  jobs  in  its  community. 
There  are  hundreds  of  cities  which  have  programs 
to  encourage  the  development  or  retention  of  indus- 
try. Though  tax  concessions  are  not  a  frequently 
used  tool  in  large  cities,  in  some  places  we  may  dis- 
cover that  the  actual  tax  assessment  on  industry  is 
deliberately  held  down  as  a  matter  of  negotiated 
policy.  The  provision  of  land  at  written-down  cost 
in  urban  renewal  areas  for  industrial  use  is  now  very 
widespread  and  exhibits  this  marked  municipal  ten- 
dency to  encourage  industrial  land  use. 

The  fate  of  residential  property  in  the  central  cities 
of  our  metropolitan  areas  is  probably  the  most  cru- 
cial question  because  residential  land  uses  occupy 


INDICATED  AVERAGE  EFFECTIVE  RATE 
OF  PROPERTY  TAXATION  ON  REAL 
PROPERTY,  BY  STATE,  1961-62. 

(Data  in  percent  ad  valorem,  full  value) 

Western  and  northeastern  boundary  of 
states  above  average  population  density. 

High-density  states:  metropolitan  core  of  U.  S. 

Southwestern  and  southeastern  zones  of  extreme  ra 
urban  growth  1950-1960  (over  4  percent  per  year) 


AVERAGE 
LEVEL 

High 

Above  Average 
Average 
Below  Average 
Low 


DATA  SOURCE:  U.  S.  Bureau  of  the  Census, 
Governments  Division, 
Property  Taxation  in  1962, 
Table  7. 
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the  largest  proportion  of  the  city  area.  The  visible 
deterioration  and  blight  of  old  residential  areas  has 
reached  massive  dimensions  in  some  cities.  Despite 
extensive  urban  redevelopment  and  renewal  pro- 
grams, enormous  problems  remain.  Many  cities  and 
states  have  already  experimented  with  legislation 
designed  to  provide  some  special  tax  relief  or  other 
incentive  for  property  improvement.  Existing  resi- 
dential property  in  many  central  cities  suffers  from 
very  high  tax  rates  which  deter  owners  from  making 
any  substantial  improvements.  In  addition,  traffic 
and  parking  conditions,  social  problems,  obso- 
lescence and  congestion  undermine  the  potential  at- 
tractiveness of  the  city  as  a  place  of  residence.  The 
only  major  mitigating  factor  for  residents  of  the 
large,  high-tax  central  city  is  the  fact  that  generally 
these  cities  have  a  substantial  industrial  and  business 


population  which  carries  a  large  share  of  the  total 
property  tax  burden. 

In  some  cities,  almost  the  entire  city  is  old  and 
there  are  few  if  any  neighborhoods  less  than  30 
to  40  years  of  age.  These  cities  face  bleak  pros- 
pects and  enormous  problems.  In  the  absence  of  any 
opportunity  to  improve  their  tax  bases  through  an- 
nexation of  good  neighborhoods,  the  way  out  must 
be  sought  by  the  most  rigorous  public  management, 
cost-cutting,  special  actions  to  encourage  redevelop- 
ment and  renewal,  expansion  and  growth  of  the  city 
core,  and  other  measures.  The  valley  is  deep  and  the 
road  up  to  a  better  fiscal  condition  is  long,  hard,  and 
slow  to  ascend.  But  the  road  must  be  followed,  as 
the  alternative  is  for  such  cities  to  become  municipal 
welfare  cases  to  be  carried  somehow  by  the  states 
or  Federal  government. 


THE  ENTREPRENEUR,  LOCAL  GOVERNMENT  POLICIES,  AND  BLIGHTED  URBAN 

REALTY:  A  ULI  RESEARCH  STUDY 


Professor  George  Sternlieb,  of  Rutgers  Univer- 
sity School  of  Business,  has  conducted  an  Urban 
Renewal  Demonstration  Grant  Project  sponsored 
jointly  by  the  Rutgers  Urban  Studies  Center  and 
the  Urban  Land  Institute.  Early  findings  of  this 
research,  centering  in  the  New  Jersey  core  cities  of 
Newark  and  Elizabeth,  reveal  some  significant  tax 
relationships  as  they  apply  to  residential  property. 

The  condition  of  properties  in  old  and  blighted 
neighborhoods  in  the  two  cities  correlates  highly 
with  ownership.  Resident  small  property  owners 
generally  have  the  best  maintenance.  Reaction  to 
the  high  levels  of  taxation  is  just  the  reverse:  the 
small  property  owners  feel  most  severely  affected, 
while  the  large  commercial-type  slum  operator  has 
already  taken  taxes  into  account  in  his  own  book- 
keeping and  valuations,  and  is  adjusted  to  their  cur- 
rent levels. 

The  poor  condition  of  many  properties  in  blighted 
neighborhoods  is  a  function  of  many  variables, 
including:  poverty  of  tenants  and  their  inability  to 
pay  more  to  support  improved  facilities;  absentee 
ownership  of  multiple-unit  properties;  long-term  neg- 
lect of  structures  and  premises;  vandalism;  and  the 


neighborhood  environment  created  by  a  large  con- 
centration of  blighted  properties. 

In  blighted  neighborhoods  of  Newark,  real  prop- 
erty taxes  typically  are  the  largest  item  of  expense, 
taking  21  per  cent  of  gross  property  income.  There 
is  a  wide  variation  in  the  incidence  of  the  ad  valorem 
tax,  with  only  one-half  of  the  properties  sampled 
paying  between  16  and  33  per  cent  of  their  gross 
income  for  real  estate  taxes;  one-fourth  paying  under 
16  per  cent  and  one-fourth  paying  over  33  per  cent. 
With  these  high  taxes,  and  stiff  financing  terms, 
slums  are  not  wholly  profitable;  typical  net  returns 
appear  to  be  only  around  1 0  per  cent  on  the  invest- 
ment. 

Tax  factors  are  most  frequently  stated  as  a  deter- 
rent to  improvement  by  small  property  owners. 
Interview  replies  indicate  that  other  reasons,  includ- 
ing inability  or  unwillingness  of  tenants  to  pay  more 
rent,  difficulty  of  obtaining  improvement  loans  and 
the  high  cost  of  borrowing  money,  older  age  of  the 
owner,  and  the  poor  outlook  for  the  neighborhood 
future,  would  discourage  any  substantial  investments 
in  these  blighted  neighborhoods  even  if  taxes  were 
"frozen"  and  did  not  increase  with  improvements 
to  the  properties. 


FIGURE  2. 


%         REAL  ESTATE  TAXES  AS  PERCENTAGE  OF  GROSS  INCOME,  1963-1964. 


30 


25 


20 


CD 


15 


10 


X*5 

24. 

14  Xl  17 
•  • 

10V*7 

i 

3 

31 

26  &  7Loo 
k^_28 

1  0 

.23 

/  #37 

oo 

4 

■  office  bldgs. 
only 

★  apartment 
bldgs.  only 

•  both  types 


0  5 

10            15            20  25 
APARTMENT  BUILDINGS 

30% 

HIGH  CITIES 

ABOVE  AVERAGE  CITIES 

BELOW  AVERAGE 

LOW  CITIES 

CITIES 

1.  Jersey  City 

7.  Jacksonville 

25.  Cincinnati 

31.  Kans.  City 

2.  Des  Moines 

8.  Dallas 

26.  Philadelphia 

32.  Spokane 

3.  Newark 

9.  Providence 

27.  Memphis 

33.  Washington 

4.  Minneapolis 

10.  San  Francisco 

28.  Portland  (Ore.) 

34.  Louisville 

5.  Boston 

11.  Chicago 

29.  Tulsa 

35.  Okla.  City 

6.  New  York 

12.  Milwaukee 

30.  Atlanta 

36.  Seattle 

37.  Birmingham 

AVERAGE  CITIES 

13.  Fort  Worth 

16.  Pittsburgh 

19.  Detroit 

22.  St.  Louis 

14.  Los  Angeles 

17.  Cleveland 

20.  Nashville 

23.  Indianapolis 

15.  Salt  Lake  City 

18.  Baltimore 

21.  Houston 

24.  Miami 

DATA  SOURCES:  1963  OFFICE  BUILDING  EXPERIENCE  EXCHANGE  REPORT  (Nat'l  Ass'n  of 
Building  Owners  &  Managers,  Chicago),  Chicago,  1964. 
1964  APARTMENT  BUILDING  EXPERIENCE  EXCHANGE  (Institute  of  Real 
Estate  Management  and  NAREB  Department  of  Research),  Chicago,  1964 


24 


Taxation  and  Land  Use  in  Metropolitan  and  Urban  America 


URBAN  SITE  CAPABILITY  AS  A  TAX  BASE— PROBABLE  LAND  USE  IMPACTS: 

A  ULI  RESEARCH  STUDY 


Professor  M.  Mason  Gaffney  is  analyzing  urban 
site  capability,  using  Milwaukee  County,  Wisconsin 
as  his  laboratory,  under  a  grant  from  the  Lincoln 
Foundation  to  ULI  announced  in  January  1963. 
Some  of  Professor  Gaffney's  early  findings  follow: 

The  principal  arguments  for  site-value  taxation 
are: 

( 1 )  To  nudge  land  in  the  direction  of  its  highest 
and  best  use. 

(2)  To  remove  an  element  of  discrimination  in 
the  ad  valorem  tax  system  which  results  in 
a  bias  in  favor  of  old  and  dilapidated  prop- 
erties, because  a  new  building  is  taxed  at  a 
fully  new  value  whereas  an  old  one  is  fre- 
quently carried  at  a  low  value.  Taxing  land 
value  only  would  remove  the  disincentive 
toward  the  renewal  or  improvement  of  prop- 
erties, especially  in  our  older  central  cities. 

(3)  Urban  land  values  are  in  considerable  part 
determined  by  the  values  of  public  improve- 
ments: paved  streets,  utilities,  public  parks, 
etc.  By  taxing  land  values  we  relate  the  tax 
to  the  public  investment  more  directly.  En- 
vironmental neighborhood  factors  are  inher- 
ent in  land  values,  but  the  initiative  of  an 
individual  land  owner  would  not  be  directly 
taxed  under  site-value  taxation. 

It  is  not  simply  the  weight  of  the  property  tax 
which  tends  to  stifle  enterprise.  It  is  how  the  tax 
varies  when  the  property  owner  acts  enterprising. 
The  present  ad  valorem  tax  system  creates  a  fiscally- 
motivated  preference  for  older  buildings  on  the  part 
of  owners.  The  relative  level  of  building  taxes  is 
highest  when  the  structure  is  new  and  tapers  off 
over  time.  As  buildings  age,  the  owner  then  tends 
to  recover  some  of  the  surplus  paid  by  the  property 
to  the  public  treasury  in  earlier  years  of  its  existence. 
Land  values  and  land  taxes,  on  the  other  hand,  tend 
to  rise  in  general  as  a  metropolitan  area  grows. 

Shifting  to  a  land-value  tax  system  would  not,  in 
general,  detract  from  public  tax  revenues  because 


at  any  given  time  there  are  buildings  in  every  stage 
of  their  life  cycle.  We  should  anticipate  the  follow- 
ing effects  from  shifting  to  land  value  taxation  in 
Milwaukee — a  reasonably  typical  American  metrop- 
olis: 

( 1 )  In  numerous  instances,  the  advantages  of  re- 
tention of  older  buildings  on  sites  would  be 
removed,  and  a  significant  number  of  inner 
city  locations  would  become  "ripe"  for  pri- 
vate redevelopment  as  the  market  permitted 
this. 

(2)  There  would  be  a  net  shift  of  values  and 
taxation  to  central  areas  of  the  city. 

(3)  Urban-fringe  land  of  low-intensity  use  or 
non-use  would  fall  sharply  in  value  through 
capitalization  of  the  higher  taxes. 

(4)  Benefits  of  building  exemption  would  be 
capitalized  into  higher  land  values  in  neigh- 
borhoods with  high  ratios  of  the  value  of 
improvements  to  the  value  of  sites. 

(5)  Zoning  would  assume  greater  importance  in 
land  assessment.  Tax  assessment  would  be 
more  directly  coordinated  with  zoning  and 
planning  in  the  community. 

(6)  The  tax  shift  would,  in  the  long  run,  tend  to 
make  the  urbanized  area  more  compact  and 
would  probably  lower  public  overhead  costs. 

Under  the  present  ad  valorem  property  tax  system, 
the  present  value  of  anticipated  taxes  on  a  new 
building  is  a  factor  approximately  twice  as  impor- 
tant as  the  cost  of  land  in  a  city  with  a  full  value 
real  estate  tax  of  3  per  cent  (Milwaukee).  In  Mil- 
waukee, the  "assessment  freeze"  has  been  used  in 
two  cases  to  facilitate  private  renewal  and  construc- 
tion of  new  buildings  in  the  central  city  area.  In 
actual  practice,  this  approximates  site-value  taxation 
in  these  cases,  since  the  value  of  prior  improvements 
had  to  be  absorbed  into  the  cost  of  the  site.  (Note: 
The  "freeze"  means  that  assessments  are  frozen  at 
their  "pre-redevelopment"  levels  for  seven  years  after 
the  new  structure  is  built.) 


The  Middle-Aged  Suburb 
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THE  MIDDLE-AGED  SUBURB 


Land  use  in  the  middle-aged  suburb  tends  to  be 
composed  of  a  higher  proportion  of  residential  prop- 
erty than  in  the  central  city  of  its  metropolitan  area. 
There  is  frequently  a  healthy  proportion  of  com- 
mercial and  industrial  property  which  may  amount 
to  one-fifth  to  one-third  of  the  assessed  property 
tax  base.  Major  development  in  these  suburbs  oc- 
curred in  the  decade  of  the  twenties — the  typical 
property  is  now  about  40  years  old.  If  the  com- 
munity has  had  reasonably  good  fiscal  management, 
the  effective  tax  rate  in  a  typical  middle-aged  suburb 
is  moderate — considerably  below  the  level  of  its 
nearby  central  city.  School  enrollments  may  have 
risen  over  the  past  decade  but  they  are  now  reason- 
ably stable,  as  the  child  population  flocks  to  newer 
suburban  tracts  and  older  children  in  the  middle- 
aged  suburb  graduate  from  high  school. 

Problems  of  urban  development  and  taxation 
appear  to  be  minimized  in  the  middle-aged  suburb. 
There  may  be  some  adjustments  to  make,  such  as 
providing  a  right-of-way  for  ajiew  freeway  or  adapt- 
ing dense  residential  settlement  to  the  two-car  family. 


A  new  apartment  house  may  arouse  residents  into 
worrying  about  their  "changing  neighborhood."  But 
the  outstanding  characteristic  of  the  middle-aged 
suburb  is  stability — of  both  land  uses  and  taxation. 

We  might  ask  a  serious  question  about  these  com- 
munities, however.  What  is  the  future  of  the  middle- 
aged  suburb?  As  property  becomes  ever  older  and 
the  tax  base  becomes  weaker,  we  may  surmise  what 
will  happen.  The  stability  of  the  middle-aged  suburb 
may  really  pose  a  threat  to  its  future  because  there 
is  not  enough  new  development  to  adequately  renew 
the  old  property  it  contains. 

In  a  few  metropolitan  areas  where  these  "middle- 
aged"  suburbs  have  progressed  to  "old-age"  they 
present  a  dismal  prospect  both  in  terms  of  the  con- 
dition of  their  land  uses  and  the  level  of  property 
taxation.  They  may  be  well  described  as  "having  all 
the  disadvantages  of  the  central  city  without  its 
advantages."  If  this  is  indeed  the  fate  of  these  stable 
communities,  the  implication  ts  clear:  renewal  and 
new  development  are  needed  as  a  continuing  process 
to  buoy  them  up  into  the  future. 


THE  NEW,  RAPID-GROWTH  SUBURB 


The  new  suburban  community  has  major  prob- 
lems of  adjustment.  In  the  absence  of  strong  land 
use  and  planning  controls,  it  may  become  a  rather 
disorderly  place  with  highway  ribbon  development, 
large  numbers  of  tract  houses,  and  an  array  of 
growth  problems.  The  great  fiscal  problem  is  the 
financing  of  public  schools — both  operating  costs 
and  capital  outlay  for  new  school  construction  and 
equipment. 

The  new  suburban  community  has  typically 
doubled  its  population  within  the  last  eight  years. 
Its  public  debt  may  have  increased  five  times.  But, 


there  are  both  positive  and  negative  factors  inherent 

in  these  dynamic  trends: 

( 1  )  Although  tax  rates  have  risen  rapidly,  they 
are  started  at  relatively  low  levels  and  there- 
fore they  are  still  only  at  moderate  levels  and 
generally  not  out  of  line  with  averages  in  the 
metropolitan  area. 
(2)  The  families  who  have  moved  into  the  com- 
munity are  almost  entirely  middle-class  fami- 
lies with  a  moderate  degree  of  affluence 
which  enables  the  community  to  support  the 
services  and  investments  needed  for  its  own 
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growth  without  imposing  excessively  heavy 
burdens. 

As  the  tax  rate  continues  to  rise  without  any 
apparent  abatement,  and  as  new  schools  fill  up 
almost  as  soon  as  their  doors  open,  the  policies  of 
the  new  suburban  community  may  be  pushed  toward 
fiscal  zoning.  A  sudden  hunger  develops  for  large 
and  expensive  houses,  shopping  centers,  and  new 
industrial  plants.  The  community  attempts  to  "put 
the  fiscal  brakes  on"  by  the  device  of  zoning  its 
remaining  uncommitted  land  for  higher  uses. 


The  rationale  of  such  actions  must  be  classed  with 
expedients  rather  than  with  long-range  solutions  to 
problems.  In  addition,  fiscal  zoning  may  make 
sense  to  individual  communities,  but  it  can  only  be 
accomplished  at  the  expense  of  an  orderly  metro- 
politan area  plan.  In  the  last  analysis  fiscal  zoning 
becomes  severely  competitive  and  may  degenerate 
into  a  struggle  which,  from  the  tax  point  of  view, 
amounts  to  "beggar  thy  neighbor."  Let  parks  and 
highways  (which  pay  no  taxes)  go  elsewhere!  We 
want  estates,  shopping  centers,  and  new  industrial 
plants! 


THE  INDUSTRIAL  ENCLAVE 


Regardless  of  discussions  pro  and  con,  the  fiscal 
facts,  carefully  analyzed,  do  indicate  that  the  indus- 
trial enclave  provides  a  "tax  bargain"  for  its  resi- 
dents. In  Harrison,  N.  J.,  an  older  city  across  the 
Passaic  River  from  Newark,  residential  property 
pays  only  18  per  cent  of  all  property  taxes.  Conse- 
quently, the  1960  property  tax  impact  upon  resi- 
dents amounted  to  less  than  2  per  cent  of  their 
income,  contrasted  with  a  level  in  Newark  of  about 
5  per  cent,  and  from  3  to  5  per  cent  of  residents' 
income  in  suburban  communities  outside  of  Newark. 

A  sizeable  proportion  of  the  land  in  an  industrial 
enclave  may  be  in  industrial  and  commercial  use. 
This  land  is,  therefore,  not  in  residential  use.  The 
impacts  of  industrial  land  use  upon  the  fiscal  balance 
operate  on  both  sides  of  the  balance  sheet:  they  pro- 
vide added  tax  revenues  to  the  community  and  they 
do  not  directly  incur  some  of  the  major  service  costs, 
especially  schools.  To  the  extent  to  which  the  pres- 
ence of  industry  lowers  the  tax  rate,  and  this  is  a 
consideration  for  particular  types  of  new  industry, 


the  industrial  enclave  may  be  self-perpetuating,  i.e., 
it  may  attract  more  industry.  Zoning,  land  use,  and 
the  service  patterns  of  the  community,  as  well  as  the 
tax  rate,  may  all  operate  to  encourage  clustering. 

The  major  criticism  of  the  industrial  enclave  is 
not  its  existence,  which  may  be  both  a  direct  and 
indirect  benefit  to  the  metropolitan  area,  but  the  fact 
that  the  industrial  wealth  concentrated  therein  con- 
fers its  major  benefits  on  the  public  treasury  of  a 
single  community  which  is  but  a  small  part  of  the 
urban  complex.  Though  there  may  be  some  tax 
benefit  to  the  county,  most  of  the  workers  drawn  into 
the  enclave  for  their  daily  work  live  in  other  com- 
munities which  do  not  reap  the  direct  property  tax 
benefits  from  the  industrial  base,  but  which  must 
provide  major  public  services,  including  schools,  to 
their  resident  employees.  In  other  words,  the  "tax 
bargain"  provided  to  residents  of  the  industrial  en- 
clave is  necessarily  at  the  expense  of  other  com- 
munities in  the  metropolitan  area,  through  the  proc- 
ess of  fiscal  land  use  segregation. 


The  Estate  Enclave 
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THE  ESTATE  ENCLAVE 


The  estate  enclave  is  the  residential  counterpart 
of  the  industrial  wealth  concentration,  with  the  im- 
portant difference  that  it  is  frequently  a  well-orga- 
nized, self-conscious  community  based  on  the  Ameri- 
can tradition  of  freedom  of  choice  in  a  free  society. 
The  present  discussion  will  be  limited  to  analysis  of 
its  assets  and  liabilities. 

The  estate  enclave  may  be  extremely  wealthy — 
with  per  capita  residential  property  values  ranging 
upward  from  SI 0,000.  Generally,  there  are  few  non- 
residential land  uses;  some  places  have  virtually 
none.  The  true  real  property  tax  rate  is  frequently 
low  (because  of  the  great  wealth  in  the  tax  base) 
but  it  is  not  necessarily  the  lowest  in  the  metropoli- 
tan area  because  the  estate  community  may  spend 
freely  to  provide  a  high  level  of  public  services.  Its 
public  schools  may  be  as  fine  as  the  ranking  private 
schools  in  the  region. 

Generally,  the  estate  community  has  not  experi- 
enced such  rapid  growth  as  the  newer  suburbs. 
There  has  typically  been  a  gradual  and  more  or  less 


steady  population  growth.  These  communities  may 
vie  with  each  other  in  a  metropolitan  area  for  status, 
prestige,  and  fine  schools.  The  emphasis  is  upon 
gracious  living. 

The  basic  deficiency  of  the  estate  enclave  seen 
from  a  metropolitan  area  point  of  view  is  that  its 
residents  are  insulated  from  the  higher  local  taxes 
of  the  larger  economic  community  of  which  it  is  an 
integral  part.  While  the  poor  communities  struggle 
to  provide  basic  necessary  education  in  their  public 
schools,  these  wealthy  communities  provide  far  more 
with  less  personal  tax  effort.  On  the  other  hand,  it 
may  be  pointed  out  that  the  residents  of  estate  en- 
claves are  paying  high  income  taxes.  Estate  enclaves 
house  only  a  very  small  proportion  of  all  metropoli- 
tan area  residents. 

Advocates  of  industrial  and  estate  enclaves  point 
out  that  they  create  a  "built-in"  incentive  to  attract 
industry  and  to  encourage  high-quality  development 
with  local  self  government;  critics  accuse  them  of 
evading  their  responsibilities  to  carry  their  "fair 
share*'  of  metropolitan  area  taxes. 


TAXATION  AND  OPEN-SPACE  LAND  IN  METROPOLITAN  AREAS: 

A  ULI  RESEARCH  STUDY 


Professor  John  E.  Rickert  has  analyzed  the  role 
of  state  and  local  taxation  in  the  preservation  or 
development  of  open  space  land  in  metropolitan 
areas,  using  the  National  Capital  Region  urban 
fringe  surrounding  Washington,  D.C.,  as  the  study 
area.  This  study  is  sponsored  by  the  U.S.  Housing 
and  Home  Finance  Agency.* 

Taxation  is  no  match  for  speculation  in  a  land 
market  where  values  are  rising  sharply.  Therefore, 
in  urban  fringe  areas,  the  property  tax  has  a  minimal 
impact,   not  simply  because  of  underassessment, 

*  Now  the  Department  of  Housing  and  Urban  Develop- 
ment. 


which  usually  accompanies  rapidly  rising  market 
values,  but  primarily  because  the  large  increments  in 
the  capital  value  of  such  land  render  the  annual  cost 
of  holding  negligible. 

The  negligible  impact  of  taxation  on  urban  fringe 
land  depends,  of  course,  upon  the  maintenance  of 
two  conditions: 

( 1  )  A  rising  market  which  promotes  value  in- 
creases. If  the  market  levels  off  or  drops, 
the  incentive  for  holding  is  much  less  and  the 
property  tax  on  the  land  becomes  a  charge 
against  an  uncertain  future  value. 
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(2)  The  inevitable  lag  between  land  value  and 
tax  assessment.  If  the  assessment  ever  caught 
up  with  the  full  value  of  the  land  in  the  urban 
fringe,  tax  levies  would  probably  be  several 
times  the  present  tax.  In  many  cases,  this 
would  prove  riot  to  be  a  negligible  cost  of 
holding  for  the  owners  of  such  land  and 
might  provide  a  stronger  incentive  either  to 
sell  the  land  or  to  change  its  use. 

These  observations  suggest  that  in  the  acquisition 
of  major  blocks  of  land  for  open  space  purposes, 
public  bodies  should  consider  that  the  most  favorable 
circumstances  for  acquisition  of  this  land  are  as 
follows : 

( 1 )  in  time  periods  when  values  are  not  rising 
sharply  in  the  land  market,  i.e.,  pauses  in 
the  economic  cycle  of  the  land  market  in  a 
particular  metropolitan  area; 

(2)  at  locations  beyond  the  active  urban  fringe 
where  the  cost  of  land  is  much  lower  and 
property  taxes  represent  a  greater  charge  on 
the  owners  than  in  the  speculative  market  of 
the  urban  fringe. 

Though  these  are  the  most  favorable  circumstances 
for  public  acquisition  of  large  blocks  of  open  space 
land  where  a  major  expenditure  is  involved,  public 


need  for  open  space  in  some  areas  may  be  a  con- 
trolling factor  regardless  of  land  cost. 

It  can  be  stated  as  a  general  principle  that  where 
the  probability  of  urban  expansion  is  greatest,  the 
impact  of  taxes  is  least;  where  the  urban  expansion 
potential  is  least,  the  tax  impact  is  greatest. 

We  are  all  familiar  with  problems  of  the  central 
cities  and  the  frequent  cry  of  high  taxes — even  the 
extreme  statement  of  "confiscatory"  taxation.  In  all 
candor,  we  must  honestly  recognize  that  it  is  not 
simply  the  high  level  of  taxes  (especially  property 
taxes)  which  creates  this  problem;  it  is  the  rela- 
tively weak  real  estate  market  upon  which  these 
taxes  impinge.  Therefore,  it  is  the  double  fact  of 
higher  tax  pressure  and  weaker  market  which  pro- 
vides the  serious  problem  in  the  cities.  If  we  are 
concerned  with  the  heavy  burden  of  property  taxes 
in  the  typical  central  city,  shouldn't  we  be  equally 
concerned  with  the  fact  that  so  much  value  escapes 
taxation  in  the  metropolitan  fringe?  In  the  city  the 
market  needs  a  "lift,"  and  taxes  tend  to  be  oppres- 
sive; in  the  active  urban  fringe  the  market  needs 
"brakes,"  and  taxes  tend  to  be  a  minimal  cost. 
Urban  fringe  land  value  increments  are  subsidized 
by  public  investments  in  highways,  sewers,  and  water 
lines;  we  need  to  find  equable  methods  to  tax  in- 
creases in  metropolitan  fringe  land  values. 


URBAN  FRINGE  DEVELOPMENT  AND  PROPERTY  TAXATION  IN  NORTHEASTERN 
NEW  JERSEY:  ULI  PRELIMINARY  RESEARCH  FINDINGS 


Preliminary  project  research  was  done  by  Profes- 
sor John  E.  Rickert  and  Dr.  Jerome  P.  Pickard 
under  sponsorship  of  the  Robert  Schalkenbach 
Foundation.  The  urban  fringe  in  Northern  New 
Jersey  is  more  extensive  than  previously  supposed. 
Significant  changes  in  land-use  tax  base  are  occur- 
ring in  13  counties  across  the  entire  northern  half 
of  the  state.  There  are  about  a  dozen  types  of  urban 
fringe  communities. 

Population  density  and  effective  tax  rates  in  the 
communities  of  the  region  are  positively  associated — 
a  finding  of  several  major  studies. 


Some  of  the  hypotheses  proposed  and  questions 
raised  for  testing  in  a  series  of  urban  fringe  studies 
are: 

( 1 )  Is  increasing  urbanization  accompanied  by 
rising  effective  property  tax  rates  in  every 
type  of  urban  fringe  community? 

(2)  Under  certain  specified  conditions,  local 
property  tax  rates  and  policies  may  exert 
significant  pressure  on  urban  fringe  land  and 
its  rate  of  movement  into  urban  development. 

(3)  The  pressures  of  property  taxes  upon  land 
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may  increase  the  intensity  of  land  use  (a) 
in  the  same  type  of  use,  (b)  by  shifting  land 
into  a  different  use. 

(4)  Does  property  taxation  have  a  markedly  dif- 
ferent impact  on  improved  versus  unim- 
proved land  in  the  urban  fringe  community? 

(5)  Compare  similar  communities,  one  of  which 
has  considerable  industrial  and  commercial 


development  in  the  residential  urban  fringe; 
the  other  of  which  does  not.  How  does  such 
difference  affect  other  land  uses,  tax  rates, 
local  expenditures,  and  rates  of  urbanization? 

A  series  of  studies  in  taxation  and  urban  fringe 
development  are  moving  forward  under  the  financial 
sponsorship  of  the  Lincoln  Foundation  and  NAREB 
Committee  on  Real  Estate  Economics  and  Research. 


FRAGMENTATION,  FISCAL  POLICY,  AND  METROPOLITAN  AREA  LAND  USE 


The  typical  American  metropolitan  area  is  a 
"crazy-quilt"  of  local  government  units:  the  212 
metropolitan  areas  of  1960  contained,  in  1961-62, 
1 8,442  local  governments.  The  five  largest  metro- 
politan areas  contained  3,167  of  the  total  number  of 
local  governments. 

In  terms  of  land  use  and  relative  age,  the  com- 
munities in  the  metropolitan  area  may  be  classified 
into  types.  The  most  acute  tax-land  use  problems 
occur  in  the  old  central  cities  of  the  metropolitan 
areas  in  the  North.  Many  of  these  cities  are  making 
strenuous  efforts  to  overcome  their  difficulties  by  en- 
couraging new  development  and  renewal  and  by 
seeking  non-property  sources  of  revenue. 

Varying  types  of  communities  exist  in  the  metro- 
politan area;  some  of  these  represent  "enclaves"  of 
special  resources  with  relatively  low  tax  rates  and 
lighter-than-average  burdens.  Other  communities 
face  increasing  problems  as  they  grow  older  and  fail 
to  renew  their  property  base. 


Solutions  to  problems  of  taxation  and  land  use 
may  be  sought  in  numerous  ways.  The  starting  point 
must  be  the  beginning  of  a  conscious  tax  policy  on 
the  part  of  the  local  community:  a  clear  realization 
that  taxation  and  land  use  are  interrelated.  Planning 
and  zoning  policies  cannot  be  separated  from  fiscal 
impacts.  At  the  same  time,  they  should  not  be  de- 
cided solely  on  the  basis  of  a  land  use  "fiscal  balance 
sheet,"  since  land  uses  are-  interdependent.  Some 
sort  of  special  tax  treatment  to  encourage  urban 
renewal  seems  to  be  needed  in  the  high-tax  com- 
munities. In  the  long  run,  the  advantages  of  such 
steps  should  outweigh  the  temporary  inconvenience 
and  embarrassment  occasioned  by  facing  these 
thorny  problems. 

Our  metropolises  are  ever-changing.  We  can  bet- 
ter adapt  to  these  changes  by  intelligent  modifica- 
tions of  the  local  fiscal  and  political  systems  which 
constitute  the  organizational  framework  of  the 
metropolis. 
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Taxation  and  Land  Use  in  Metropolitan  and  Urban  America 


TABLE  1 

PROPERTY  TAX  REVENUES,  AND  PAYMENTS  PER  CAPITA,  UNITED  STATES, 
FISCAL  YEAR  1962— SUMMARY  FOR  METROPOLITAN  AREAS 


BY  SIZE  GROUPING 

AND  NON-METROPOLITAN 

AREAS. 

Metropolitan  Area* 

Number 

Number 

Fiscal  Year  1962 

Population  Size, 

of  Metro. 

of  Local 

Total  Property 

Per  Capita 

January  1 ,  1  962 

Areas 

Governments  # 

Tax  Revenues 

Property  Taxes 

Over  5  million 

3 

1,893  $ 

3,670,588,000 

$150 

2V2  to  5  million 

4 

1,345 

1,822,074,000 

134 

1.2  to  2.4  million 

11 

2,190 

2,219,527,000 

120 

1.0  to  1.19  million 

8 

1,162 

866,045,000 

101 

500  to  999  thousand** 

12 

1,176 

919,487,000 

100 

SUBTOTAL,  MAJOR  AREAS** 

38 

7,766  $ 

9,497,721,000 

$128 

Smaller  Metropolitan  Areasf 

175 

8,416f  $ 

3,847,000,000 

$  90 

TOTAL,  ALL  METROPOLITAN  AREAS*  _ 

213 

16,182f  $ 

13,344,700,000 

$114 

Non-Metropolitan  Areas 

66,138 

5,069,300,000 

75 

UNITED  STATES,  TOTAL 

82,320  $ 

18,424,028,000 

$100 

*  Metropolitan  areas  as  geographically  defined  at  time  of  the  1960  Census. 
**  Includes  only  the  11  areas  for  which  population  estimates  have  been  published  by  the  U.S.  Bureau  of  the  Census  for  July  1, 
1963  and  July  1,  1964:   San  Bernardino-Riverside,  Calif.,  Tampa-St.  Petersburg,  Fla.,  Indianapolis,  Ind.,  Louisville,  Ky.-Ind., 
New  Orleans,  La.,  Rochester,  N.  Y.,  Columbus,  Ohio,  Dayton,  Ohio,  Portland,  Ore. -Wash.,  Providence,  R.  I. -Mass.,  and  San 
Antonio,  Tex.  In  addition,  San  Jose,  Calif,  metropolitan  area  has  been  added, 
t  Includes,  in  addition  to  the  remaining  174  metropolitan  areas  of  the  1960  Census,  Solano  County,  Calif,  (now  part  of  Vallejo 

SMSA)  which  was  detached  from  the  San  Francisco-Oakland  SMSA  effective  in  1963. 
#  Number  of  local  governments  with  property-taxing  power.  Excludes  local  government  units  without  property-taxing  power. 

SOURCE:  U.  S.  Bureau  of  the  Census,  Governments  Division,  7962  Census  of  Governments,  Volume  V,  Local  Government 
in  Metropolitan  Areas,  data  from  Tables  2,  4,  9  and  12. 

Per  capita  data  computed  by  Dr.  J.  P.  Pickard  on  basis  of  Census  Bureau  state  and  metropolitan  area  estimates, 
adjusted  to  date  of  January  1,  1962. 
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TABLE  2 

PROPERTY  TAX  REVENUES,  AND  PAYMENTS  PER  CAPITA,  38  MAJOR  METROPOLITAN  AREAS, 
INCLUDING  ALL  LOCAL  GOVERNMENT  UNITS,  FISCAL  YEAR  1962. 

Number 


Standard  Metropolitan 
Mansricai  Area* 

Population 
KanK,  I  vox 

of  Local 
Governments  $ 

Total  Property 
Tax  Revenues 

Per  Capita 
Property  Taxes 

New  York  SMSA 

l 

553 

$1,672,397,000 

$152 

New  York  City 

1 

1,085,000,000 

137 

Suburban  Counties 

552 

587,397,000 

192 

Los  Angeles  SMSA   

2 

345 

1,099,916,000 

154 

Los  Angeles  County 

231 

985,586,000 

157 

Orange  County 

1 14 

114,330,000 

135 

Chicago  SMSA 

3 

995 

898,275,000 

142 

Philadelphia  SMSA 

4 

705 

397,293,000 

90 

Philadelphia 

2 

162,900,000 

81 

Penna.  Suburban  Counties 

470 

149,351,000 

92 

N.  J.  Suburban  Counties 

233 

85,042,000 

108 

Detroit  SMSA 

5 

233 

515,378,000 

136 

San  Francisco-Oakland  SMSA** 

6 

324 

437,189,000 

159 

San  Francisco 

5 

126,801,000 

171 

Suburban  Counties 

319 

325,714,000 

155 

Boston  SMSA 

7 

83 

472,214,000 

180 

Boston 

1 

146,500,000 

214 

Suburban  Zone 

82 

325,714,000 

169 

Pittsburgh  SMSA 

8 

573 

201,981,000 

85 

Washington  SMSA 

9 

64 

1 87,002,000 

88 

Washington,  D.  C. 

1 

67,750,000 

86 

Md.  Suburban  Counties  _ 

55 

68,762,000 

90 

Va.  Suburban  Counties  and  Cities 

8 

50,490,000 

89 

St.  Louis  SMSA 

10 

413 

194,915,000 

94 

St.  Louis  City 

3 

60,025,000 

84 

Mo.  Suburban  Counties 

185 

86,692,000 

100 

111.  Suburban  Counties 

225 

48,197,000 

98 

Cleveland  SMSA 

11 

132 

246,442,000 

128 

Baltimore  SMSA  „ 

12 

15 

174,106,000 

99 

Baltimore  City 

1 

108,500,000 

116 

Suburban  Counties 

14 

65,606,000 

81 

Newark  SMSA 

13 

182 

308,958,000 

179 

Minneapolis-St.  Paul  SMSA 

14 

253 

207,984,000 

137 

Houston  SMSA 

15 

79 

139,732,000 

104 

*  Metropolitan  areas  as  geographically  denned  at  time  of  the  1960  Census. 
**  Excluding  Solano  County  which  was  detached  from  the  SMSA  in  1963,  and  for  which  the  Census  Bureau  did  not  publish 
recent  population  estimates. 

#  Number  of  local  governments  with  property-taxing  power.  Excludes  local  government  units  without  property-taxing  power. 
Note:    Dotted  lines  separate  groups  tabulated  in  Table  1. 
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TABLE  2— continued 

Number 


Stondord  Metropohto n 

Population 

of  Local 

Total  Property 

Per  Capita 

Statistical  Area* 

Rank,  1962 

Governments  # 

Tax  Revenues 

Property  Taxes 

Buffalo  SMSA 

16 

152 

$171,705,000 

$132 

Paterson-Clifton-Passaic  SMSA 

17 

182 

183,628,000 

151 

Milwaukee  SMSA 

18 

145 

203,074,000 

169 

1  Q 

1 

i  o^  if\A  nnn 

Q9 

Tlolloc    I  r\imt\f 

L/dlId5  ^uuiny 

57 

j  I 

i  on  i  qo  noo 

1  UU,  1  7U,UUU 

Q8 

yo 

Outlying  Counties 

98 

6,574,000 

47 

OCdlllC  OiVlO/A 

90 

95  1 
ZJ  1 

so  qoi  noo 

/y 

Atl^nti  QMQA 
/Alldllla  OlVIO/A 

L  1 

5Q 

0  1  1  OOO 
oO,U  1  1  ,uuu 

so 

OU 

San  Diego  SMSA 

22 

140 

129,504,000 

120 

Cincinnati  SMSA 

23 

121 

1  12,695,000 

105 

Hamilton  County,  Ohio 

74 

101,986,000 

117 

Ky.  Suburban  Counties 

47 

10,709,000 

52 

Kansas  City  SMSA 

24 

210 

107,142,000 

101 

Missouri  Counties 

90 

68,141,000 

95 

Kansas  Counties 

120 

39,001,000 

113 

Denver  SMSA 

25 

197 

119,104,000 

118 

Denver 

4 

64,136,000 

129 

Suburban  Counties 

193 

54,968,000 

107 

Miami  SMSA 

26 

29 

1  14,902,000 

114 

INtW    VJI  ICdllS  olvlO/-\ 

11 

A.  1 

1  Q 

San  RprnarHmo-R ivpr^iHp  S\4SA 

28 

243 

1  12  971  000 

128 

rortlana  ((Jre.-Wasn. )  bMbA 

zy 

Zo  1 

i  no  n^o  noo 
i  uu,ujy,uuu 

I  1  Q 

I I  y 

Oregon  Counties 

246 

93,297,000 

125 

^ldrK  \w-ouniy,  wdsn. 

jj 

f\  1(\">  000 

70 

Providence  SMSA 

o3 

OV,  / o  /,UU0 

IU5 

Tampa-St.  Petersburg  SMSA 

31 

32 

63,738,000 

78 

Tampa  (Hillsborough  County) 

6 

30,766,000 

74 

oi.  r eiersourg  ( r meuas  county ) 

11  Q79  000 

83 

I  niiicvill<=>  5N/IQA 

11 

1  OS 

4Q  849  000 

67 

Jefferson  County,  Ky. 

AO  876  000 
t-U,o  /  u,uuu 

65 

Ind.  Suburban  Counties 

45 

8,972,000 

11 

San  Jose  SMSA 

34 

87 

114,733,000 

156 

San  Antonio  SMSA 

35 

39 

40,695,000 

57 

Indianapolis  SMSA 

36 

48 

99,992,000 

140 

Columbus,  Ohio  SMSA 

37 

62 

58,204,000 

82 

Dayton  SMSA 

38 

118 

68,596,000 

98 

Rochester,  N.  Y.  SMSA 

44 

79 

75,002,000 

124 

*  Metropolitan  areas  as  geographically  defined  at  time  of  the  1960  Census. 
#  Number  of  local  governments  with  property-taxing  power.  Excludes  local  government  units  without  property-taxing  power. 


TABLE  3 


LOCAL  PROPERTY  TAX  COLLECTIONS  IN  RELATION  TO  GROSS  NATIONAL 
PRODUCT,  UNITED  STATES,  1901/02  TO  1963/64. 

Local  Property  Taxes  #         Gross  National  #  LPT/GNP 


Year  —  (millions)  Product  (millions)  (per  cent) 

1901/02    $     624  $  21,000±  3.0 

1912/13    1,192  35,000±  3.4 

1921/22    2,973  74,000  4.0 

1926/27    4,360  97,700  4.5 

1931/32    4,159  75,820  5.5 

1933/34    3,803  55,601  6.8 

1935/36    3,865  72,247  5.35 

1937/38    4,196  90,446  4.6 

1939/40    4,170  90,494  4.6 

1941/42    4.273  124,540  3.4 

1943/44    4,361  191,592  2.3 

1945/46    4,737  212,010  2.2 

1947/48  __   5,850  231,323  2.5 

1949/50    7,042  256,484  2.75 

1951/52    8.282  328,404  2.5 

1952/53    9,010  345,498  2.6 

1953/54    9,577  364,593  2.6 

1954/55    10,323  364,841  2.8 

1955/56    11,282  397,960  2.8 

1956/57    12,385  419,238  2.95 

1957/58    13,514  441,134  3.1 

1958/59    14,417  447,334  3.2 

1959/60    15.798  483,650  3.3 

1960/61    17,370  503,755  3.45 

1961/62    18,414  520,109  3.5 

1962/63    19,435  560,344  3.5 

1963/64**    20,519  589,238  3.5 


#  Year  refers  to  fiscal  year  ending  in  the  latter  year  given  (i.e.,  1902)  which  may  include 
part  of  the  prior  year  (1901)  for  tax  revenues;  for  gross  national  product,  the  year  is 
always  the  earlier  year  (1901)  since  it  would  be  from  this  year's  income  that  most  tax 
revenue  is  paid. 

**  Beginning  with  1963/64,  the  fiscal  year  is  defined  as  the  year  ending  between  July  1,  1963 
and  June  30.  1964.  and  is  described  as  "1963-64." 

SOURCE:  Data  from  publications  of  U.S.  Bureau  of  the  Census,  Governments  Division; 

Survey  of  Current  Business,  Volume  XLV.  Number  8  (August  1965)  and  His- 
torical Statistics  of  the  United  States  (G.N. P.  data  prior  to  1929). 
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TABLE  4 


SELECTED  PROPERTY 

TAX  DATA  FOR 

URBANIZED 

STATES    1962  J±J± 

Per  cent  of 

Per  Capita 

Per  cent  of  Local 

Effective 

Population 

Local 

General  Revenue 

Real  Properl 

State 

Urban,  1960 

Property  Taxes 

from  Property  Taxes 

Tax  Rate 

88  6% 

$  1  54 

67  4% 

?  6% 

California 

86.4 

146 

47.2 

1.3 

Rhode  Island 

86.4 

103 

67.0 

2.2 

New  York 

85.4 

139 

44.7 

2.5 

Massachusetts 

83.6 

165 

64.5 

2.7 

Illinois 

80.7% 

$129 

59.4% 

1.7% 

Connecticut 

78.3 

140 

71.0 

1.9 

Hawaii 

76.5 

41 

30.0 

0.6 

Texas 

75.0 

80 

48.1 

1.0 

Utah 

74.9 

85 

45.2 

0.9 

Arizona 

74.5% 

$  89 

44.3% 

0.8% 

Florida 

74.0 

78 

42.0 

1.1 

Colorado 

73.7 

118 

47.5 

1.3 

Michigan 

73.4 

111 

51.7 

1.7 

Ohio 

73.4 

99 

49.5 

1.0 

\A  n  rvl  ^  nrl 

i  v  i  ci  i  y  i  u.  1 1  vi  

72  1% 

$  88 

4>     O  O 

41  3% 

1  4% 

Pennsylvania 

71.6 

71 

43.5 

1.7 

Nevada 

70.4 

88 

33.6 

0.7 

Washington 

68.1 

68 

30.0 

0.8 

Missouri 

66.6 

79 

49.8 

1.1 

Wisconsin 

63.8% 

$126 

50.0% 

2.1% 

Louisiana 

63.3 

40 

26.0 

0.5 

Oklahoma 

62.9 

59 

40.6 

0.8 

Indiana 

62.4 

112 

59.0 

1.2 

Oregon 

62.2 

110 

51.3 

1.4 

Minnesota 

62.1% 

$130 

52.9% 

1.9% 

Kansas 

A  1  O 
Ol  .0 

IOC 

1  zo 

J  /.O 

1  .z 

Virginia 

55.8 

50 

38.2 

0.9 

Georgia 

55.3 

49 

34.2 

0.8 

Alabama 

55.0 

22 

18.0 

0.5 

Iowa 

53.1% 

$129 

61.9% 

1.5% 

Tennessee 

52.3 

48 

36.3 

1.2 

North  Carolina 

39.5 

41 

30.1 

0.7 

UNITED  STATES 

AVERAGE 

69.9% 

$100 

48.0% 

1.4% 

#  #  Urbanized  state  is  defined  as  a  state  with  more  than  70.0  per  cent  urban  population;  or  if  between  50.0  and  69.9  per  cent 
urban  population  in  1962,  the  urban  population  must  exceed  1  million;  or  if  less  than  50.0  per  cent  urban  population 
in  1962.  the  total  urban  population  must  exceed  Wi  million.  Under  this  definition.  33  of  the  50  states  are  "urbanized" 
as  of  January  1,  1962;  they  contained  89.4  per  cent  of  the  total  U.S.  population. 
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TABLE  5 

ESTIMATED  TAXABLE  REAL  PROPERTY  RESOURCES  AND  EFFECTIVE  TAX  RATES  IN  SEVEN 
METROPOLITAN  AREAS  AND  SELECTED  COMMUNITIES,  1960/61. 


Taxable  Real  1960 

Metropolitan  Area:  Property  Population 

$  Billions  (000) 

Northeastern  New  Jersey   $21.14  4,399 

Milwaukee  County   4.86  1,036 

Boston  SMSA   10.89  2,589 

Allegheny  County,  Pa.   6.18  1,630 

Washington,  D.  C.  Region 

(National  Capital  Region)   12.9  2,064 

Los  Angeles  County,  Calif.   49.  6,039 

Hartford  Region.  Conn.   3.97  505 

Central  Cities: 

Newark   $  1.21  405 

Milwaukee    3.09  741 

Boston    2.03  697 

Pittsburgh   2.19  604 

Washington    4.95  764 

Los  Angeles   15.77  2,479 

Hartford   1.43  162 

Middle-Aged  Suburbs: 

Orange,  N.  J.   $0.11  36 

Shorewood,  Wis.   0.09  16 

Belmont,  Mass.    0.20  29 

Wilkinsburg,  Pa   0.095  30 

Huntington  Park,  Calif.   0.174  30 

New,  Rapid  Growth  Suburbs: 

Livingston,  N.  J   $  0,150  23 

Brown  Deer,  Wis.   0.061  1  1 

Lexington,  Mass.   0.127  28 

Penn  Hills,  Pa.   0.177  52 

Fairfax  County,  Va.   1 .65  262 

Manhattan  Beach,  Calif.   0.175  34 

Newington  Town,  Conn.   0.128  18 

Industrial  Enclaves: 

Teterboro,  N.  J.   $  0.029  0.02 

Linden,  N.  J.   0.395  40 

West  Milwaukee,  Wis.   0.093  5.0 

Everett,  Mass.   0.29  44 

Homestead,  Pa.   0.062  7.5 

Vernon,  Calif.   0.42  0.2 

East  Hartford,  Conn.   0.35  18 

Estate  Enclaves: 

Essex  Fells,  N.  J.   $0,233  2.2 

Fox  Point,  Wis.   0.073  7.3 

Weston,  Mass.    0.072  8.3 

Fox  Chapel,  Pa.   0.034  3.3 

Beverly  Hills,  Calif.   0.67  31 

8  Excludes  population  of  institutions  and  large  military  bases  from  per  capita  calculation. 


Real  Property 
Per  Capita 


;  4,806 
4,691 
4,207 
3,794 

6,100 
8,105 
7,896 

;  2,986 
4,163 
2,905 
3,622 
6,480 
6,362 
8,843 

3,054 
5,718 
6,820 
3,156 
5,800 

6,476 

5,432 

4,580 

3,433 

6,400" 

5,150 

7,447a 

11,319,000 
9,891 
18,532 
6,665 
8,282 

1,824,000 
7,871 

:  10,736 
9,928 
8,710 
10,314 
21,800 


Effective 
Real  Property 
Tax  Rate 

% 

2.7% 
2.9 
3.3 
2.4 

1.2% 

1.5 

2.1 

4.9% 

3.1 

6.6 

2.9 

1.2 

2.1 

2.1 

3.9% 

2.7 

1.9 

2.5 

1.8 

2.9% 

2.6 

3.5 

2.1 

1.0 

1.9 

2.3 

0.8% 

1.5 

2.0 

1.8 

2.4 

1.7 

1.7 

2.9% 

2.8 

2.2 

2.4 

1.15 
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TABLE  6 

ESTIMATED  TAXABLE  REAL  PROPERTY  RESOURCES  AND  EFFECTIVE  TAX  RATES  IN 
23  LARGE  CENTRAL  CITIES,  UNITED  STATES,  1962a 


City 

Taxable  Real 
Property,  1962 

1  960  City 
Population 

Real  Property 
Per  Capita  ' 

Effective 
Real  Property 
Tax  Rate 

$  Billions 

(000) 

$ 

% 

Washington1' 

.                   $  4.95 

764 

$6,480 

1.17% 

Los  Angeles 

15.77 

2,479 

6,362 

2.06 

San  Francisco 

4.52 

740 

6,103 

2.27 

Kansas  City,  Mo. 

2.84 

476 

5,966 

1.24 

Dallas 

3.99 

680 

5,869 

1.56 

Seattle 

$  3.26 

557 

$5,850 

1.16% 

Houston 

5.39 

938 

5,740 

1.54 

Minneapolis 

2.75 

483 

5,697 

2.31 

Cincinnati 

2.63 

503 

5,234 

1.56 

San  Diego 

2.83 

573 

4,929 

1.89 

Saint  Louis 

$  3.41 

750 

$4,551 

1.46% 

Chicago 

16.09 

3,550 

4,531 

2.59 

Milwaukee 

3.18 

741 

4,290 

3.40 

Atlanta 

2.02 

487 

4,136 

1.56 

Cleveland 

3.60 

876 

4,1 13 

1.68 

Buffalo        _                      _  . 

$  2.04 

533 

$3,835 

2.93% 

New  York  City 

29.67 

7,782 

3,813 

3.30 

Pittsburgh 

2.22 

604 

3,672 

2.86 

Baltimore 

3.29 

939 

3,501 

2.46 

Detroit 

5.66 

1,670 

3,391 

3.04 

Newark 

$  1.31 

405 

$3,240 

4.83% 

Boston 

2.23 

697 

3,197 

5.89 

Philadelphia 

5.88 

2,003 

2,938 

2.64 

1  Cities  include  19  of  the  21  largest  with  over  500.000  population  in  1960  (excluding  New  Orleans  and  San  Antonio),  plus 
four  additional  cities  over  400.000  population. 

''Washington,  D.C.  data  for  1961.  computed  by  Dr.  J.  P.  Pickard  from  data  in  1962  Census  of  Governments: 

The  aggregate  value  of  taxable  real  property  in  the  23  cities  is  $129.5  billion  as  of  1962;  estimated  at  13  per  cent  of  the  U.S. 
total. 

Population  in  these  cities  amounted  to  29,231.000  in  1960,  or  just  over  16  per  cent  of  the  U.S.  total  population. 

The  median  effective  tax  rate  for  the  group  of  cities  was  2.27  per  cent,  compared  with  the  U.S.  average  for  the  real  prop- 
erty tax  of  1 .4  per  cent. 

CITIES  WITH  LOW  DEPENDENCE  ON  PROPERTY  TAXATION  FOR  REVENUES  (under  40  per  cent):  Washington, 

Seattle,  New  York,  Philadelphia,  Cincinnati,  St.  Louis. 

CITIES  WITH  HIGH  DEPENDENCE  ON  PROPERTY  TAXATION  (over  58  per  cent):  Dallas,  Detroit,  Newark,  Boston, 
Cleveland,  Milwaukee. 

SOURCE:  Based  on  data  in  tables  by  Gerald  W.  Sazama,  "Equalization  of  Property  Taxes  for  the  Nation's  Largest  Central 
Cities,"  National  Tax  Journal,  Volume  XVIII,  No.  2  (June  1965),  pages  151-161. 
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Baltimore's  Charles  Center — A  Case  Study 
of  Downtown  Renewal,  edited  by  Martin 
Millspaugh,  $5.00. 

Legal  Aspects  of  Planned  Unit  Residen- 
Richard  F.  Babcock  and  David  N.  McBride, 
tial  Development,  by  Jan  Krasnowiecki, 
$6.00. 

Parkins  Requirements  for  Shopping  Centers, 
A  Survey,  $4.00. 

Downtown  Denver — A  Guide  to  Central 
City  Development,  edited  by  Mechlin  D. 
Moore,  $5.00. 

Where  the  Rich  and  the  Poor  People  Live, 
by  Homer  Hoyt,  $4.00. 


— Issued  Periodically 

ULI  Members  and  Libraries 

Taxation,  by  Jerome  P.  Pickard. 
No.   7.  Property  Taxation  and  Urban  Land  Use  in 
Northeastern  New  Jersey,  by  Morris  Beck. 
No.    8.  Urban   Real   Estate  Research — 1961,  by 
P.  Pickard  and  Arlene  G.  Balaban. 
Real  Estate  Research — 1962,  by 
P.  Pickard  and  Arlene  G.  Balaban. 
Real  Estate  Research — 1963,  by 
Jerome  P.  Pickard  and  Gene  C.  Tweraser. 
No.  11.  Urban   Real   Estate   Research — 1964,  by 
Jerome  P.  Pickard  and  Gene  C.  Tweraser. 


No.  9. 


No.  10. 


Jerome 
Urban 
Jerome 
Urban 


Urban  Real 
Rowlands. 

No.    2.  Metropolitanization  of  the  United  States,  by 

Jerome  P.  Pickard. 
No.    3.  Urban   Real   Estate   Research — 1959,  by 

David  T.  Rowlands. 
No.   4.  Property  Taxation  and  Urban  Development. 

by  Mary  Rawson. 
No.    5.  Urban   Real  Estate   Research — 1960.  by 

Jerome  P.  Pickard  and  Arlene  G.  Balaban. 
No.    6.  Changing  Urban  Land  Uses  as  Affected  by 

The  Community  Builders  Handbook 

A  textbook  covering  all  phases  of  residential  community  and  shopping  center  development.  (Out-of-print 
until  1967.) 

Shopping  Center  Studies 

Standard  Manual  of  Expense  Accounts  for  Shopping  Centers. 

The  working  manual  for  specialized  accounting  techniques  fitted  to  the  needs  of  shopping  center  operations. 

Single  copies  $5.00. 
Operation  Shopping  Centers,  by  Donald  L.  Curtiss. 

The  guidebook  to  effective  management  and  promotion  of  shopping  centers.  $15.00  per  copy;  $10.00  to 

ULI  members. 

The  Dollars  and  Centers  of  Shopping  Centers— Part  II:  Tenant  Characteristics.  $10.00  per  copy;  $8.00  to  ULI 
members. 

The  Dollars  and  Cents  of  Shopping  Centers— 1963.  $16.00  per  copy;  $12.00  to  ULI  members. 
The  Dollars  and  Cents  of  Shopping  Centers — 1966.  $16.00  per  copy;  $12.00  to  ULI  members. 


